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WEDNESDAY, MARCH 9, 1955 






Untrep States SENATE, 

SvuBCOMMITTEE ON DisposaL or AGRICULTURAL SURPLUSES 

OF THE COMMITTEE ON AGRICULTURE AND ForREsTRY, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 324 Senate Office Build- 
ing, pursuant to adjournment, Senator W. Kerr Scott, presiding. 

Present: Senators Eastland, chairman, Scott (presiding), Holland, 
and Young. 

Also present: Sam Thompson, adviser to the subcommittee. 

Senator Scorr. The hearing will come to order. Mr. White, I am 
informed that you know what you are talking about. So, if you will 
come over, we will proceed. 


STATEMENTS OF EDWIN D. WHITE, DEPUTY DIRECTOR, OFFICE OF 
FOOD AND AGRICULTURE; ROGER STEWART, CHIEF, CEREALS 
BRANCH; AND ROBERT W. TYSON, CHIEF, SPECIAL COMMODITIES 
BRANCH, OFFICE OF FOOD AND AGRICULTURE, FOREIGN OPERA- 

TIONS ADMINISTRATION 


Senator Youne. May I say before we start that I will have to leave 
shortly. We have a hearing this morning on agricultural appro- 
priations. 

Senator Scorr. You may proceed. 

Mr. Warts. Mr. Chairman, I came this morning at the request of 
the committe, to be as helpful as we can on any of the commodities 
other than cotton concerning which I testified before this committee 
several days ago. I have not been entirely clear concerning what 
commodities you would want to inquire into. We would like to be 
as helpful as we can on the things that are of most interest to you 
other than the commodity we have already testified on. 

Senator Scorr. That was cotton. 

Mr. Wuire. That was cotton. 

Senator Scorr. Another one right there, I do not know whether 
you want to g° o into part of that this morning of not. Of course, 
= now we have a lot of difficulty with burley tobacco—we have a 
rplus of that. 
aa Young, do you know what others we ougth to take up this 
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ompson. I believe he was to discuss the remaining com- 
modities on which we are going to have hearings, wheat, rice, dairy 
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roducts, tobacco, soybeans, and fruits, particularly citrus fruits. 
They were the other commodities and I believe further, Mr. White, 
that you gave us the background on cotton. It is the remaining part 
of this that the committee wanted you to explore. 

Senator Scorr. Since Senator Young will have to leave in a very 
little bit, we might go into wheat. He is interested in wheat. 

Senator Youna. Feaia appreciate that. 

Senator Scorr. Will you cover that? 

Mr. Wurre. Mr. Chairman, I will speak generally on the wheat 
situation. I have with me this morning the Chief of the Grain 

Division, in the Office of Food and Agriculture, Mr. Roger Stewart, 
and he can testify more specifically on the details and technical points 
in connection with wheat. 

When I was before the committee a few days ago, Senator Young 
asked if I would supply information showing the total amount of 
funds that had been used for the procurement of wheat since the be- 
ginning of the ECA program in 1948 and following down through 
the successive years under ECA, MSA, and FOA. "I had a similar 
table on cotton at the time. I have before me now the table on wheat 
that was requested. It shows that during this period, and pursuant 
to the programs I have just named, approximately $1.9 billion were 
ye for the procurement of bread grains which is principally all 
wheat, 

Senator Youne. Do you have that by years? 

Mr. Wurre. I do have it by years and I have it by areas and I will 
submit it here for the record. It shows that the largést year was the 
first year of the program which was 15 months, a 15-month year. The 
period began in the last 3 months of fiscal 1948, and ended on June 30, 
1949, total of 659 million. The amount by years is quite variable. 

Senator Youne. Would you read those by years? 

Mr. Wuire. Yes, sir. years for the period April 3, 1948, to 
June 30, 1949, the 15-month period that I just spoke of was $659 
million; for the following year, 1949-50, g979 million; for the next 
year, 1950-51, $274 million; and for the following year, 1951-52, $327 
million ; and for the year 1952-53, $66 million; and for the year 1953- 
54, $183 million; and since July 1, this fiscal year and through Febru- 

ary 25, $121 million, making a total for these years of $1,915 million. 

Senator Younc. Was the international wheat grain program in 
eer right after the war, I doubt if it was. Do you have the years 

on that 

Mr. Wurrs. The International Wheat Agreement became opera- 
tive in 1949 if my memory serves me correctly. 

Senator Youne. You do not happen to have the amount of money 
and number of bushels that were exported under that program ? 

Mr. Wurre. No, Senator, I do not have. We could cheat it readily 
from the Department of Agriculture that administers the wheat 
agreement —— or the committee could obtain it directly. 

Senator Youne. Mr. Chairman, I think we might want those in 


the record at this point, too 


Senator Scorr. Very well. It would be well to have them. They 
will be made part of the record at this point. 
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Total sales of United States wheat and flour (W/E) under the International 
Wheat Agreement by years 

Year (August—July) : Million bushels 
Be einen gdh Cctprte peteennsttagien cocci esmcgdleta come g eavteeeneae ine abe ogee -erariaenaiaaaee 162. 
PAC oe ao ad te ae a 248. 
SNORMR: 35 <iiis) 2s caiabnastistnndsu.slt- wd aeesaceseiel ok 255. 
cate tamtdialednbinn sandman nalumall torah arches 251. 
1953-4 
1954-55 (through Mar. 1, 1955) 

Value data are not available, but are being compiled by the United States De- 
partment of Agriculture and should be available by end of March 1955. 

Mr. Wuirr. Would you desire, Mr. Chairman, that we obtain it 
from the Department of Agriculture and submit it for the record ? 

Senator Scorr. I believe you ought to do it because the other mem- 
bers of the Senate committee would be interested in that. 

Senator Youne. It may be proposed that we enter into somewhat 
similar programs for cotton or some kind of subsidy export program. 
j think we will probably want comparative figures. 

Do you have the figures on cotton, the amount of money and the 
number of bales of cotton, each year, and exported under the program ? 

Mr. Wuirer. Yes, Senator, I have the figures on cotton. I gave it 
for the record when I testified a few days ago. It is as follows: 

For the same period, April 3, 1948, through February 18, 1954, I 
just gave the figures through February 25 in the case of wheat, but for 
PERSEIOAY the same period, the total for cotton is $2,168 million. 

hat compares to the total of $1,915 million for bread grain. 

I can give the figures, Senator, by years, if you. would like to have 
it. 

Senator Youngs. I think it would be interesting. 

Mr. Wuire. For the years. For the first period, April 3, 1948, to 
June 30, 1949, 15-month period, $615 million. For the following year, 
1949-50, $541 million. 

For the next year, 1950-51, $383 million. And the following year, 
1951-52, $143 million. And the next year, 1952-53, $236 million. 

And for the last year, 1953-54, $176 million. 

And thus far in the current year, 1954-55, $73 million. 

The amount by years is not quite as variable as in the case of wheat 
and rye, or bread grains, but the totals are not far different for the 
entire period. 

Senator Young. I think the figures for both commodities run pretty 
much in parallel. I think it indicates, too, to a certain extent why we 
are in trouble in cotton and wheat. They were in great demand in 
the war and after the war, and we exported a lot under the foreign 
assistance program. Now since these programs have been tapered 
off, and other countries are subsidizing exports of cotton, and through 
other means have been able to capture world cotton markets and 
wheat markets, too, 

Well, I think that the figures give a pretty good idea why we are 
in trouble. 

Mr. Wurre. I think that is quite true. In the first period, the 
15-month period, the total between these 2 commodities was more than 
$1.2 billion. And thus far in this year it is much less than a quarter 
of a billion. It is a vast difference. 
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Senator Youne. No great sum of money was used for the export 
of other commodities; was there? Were other commodities in great 
demand by foreign countries during the war and after the war? 

Mr. Wurre. These are by far the leading commodities. I could 
give the information for the other commodities in total if you desire. 

Senator Youne. Do you know whether or not these two commodities 
were the ones that the foreign countries made the most urgent 
requests for? 

Mr. Wurre. Decidedly so. There was an interest in the earlier 
years for some fats. The total was not nearly as large, but the need 
was then urgent. 

Senator Youna. Sugar to some extent ? 

Mr. Wurre. ‘To some degree, a small amount. 

Senator Young. Tobacco is quite a little? 

Mr. Wurre. Yes; I could give you commodity data for the period 
if you would like. . 

For approximately the same period as for wheat and cotton, the 
figures for which I have just given, would be as follows: 

Corn, $398 million; rice, $35 million; fats and oils, $453 million; 
fruits, $49 million; milk, $51 million; cheese, $65 million; wool, $16 
million; and tobacco, $505 million. 

Senator Youne. Do you have any figures on how much money— 
how much ECA money was used to purchase agricultural commodities 
in other countries for needy countries in Europe? I have particular 
reference to one transaction that I recall where a great deal of money 
was given to Great Britain to buy wheat in Canada. 

I believe it was nearly half a billion dollars. And I think there were 
deals of that kind. Do you have any figures on that? 

Mr. Wuirte. I do not have the information with me, Senator Young. 
We could, I think, get that and supply it to the committee if the 
committee is interested. I believe you have selected the one case, and 
the only one of any substantial size that I am aware of. 

Senator Youne. Do you have the figures on that, anywhere near 
my figures ? 

Mr. Wurre. We are unable to recall the exact figures. It is a 
sizable figure. I cannot verify the figure that you gave, but we will 
be glad to do that. Subsequently A advised that $490 million 
had been used to finance Canadian wheat from April 1948 through 
June 1950 of which the United Kingdom received $479 million. Gen- 
erally speaking with the exception of the case that you mentioned 
relatively little procurement has taken place outside of the United 
States and none on those commodities that have been declared by 
the Secretary of Agriculture to be in surplus supply in the United 
States. There has been sugar procured worldwide, and at times there 
has been fertilizer procured on a worldwide basis, but practically no 
cotton has been procured outside of the United States. I a say 
less than 1 percent. Ithink only at one time. That was for some long 
staple pima cotton that was procured in Peru, and as I remember now, 
about 1000 bales. I do not recall any instances of procurement out- 
side of the United States at any time the commodity was declared a 
surplus commodity by the Department of Agriculture. Now the 
commodities that are in surplus supply vary from year to year with 
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some commodities. With other commodities they have been constantly 
in surplus supply in the United States. 

Senator Younc. Mr. Chairman, I would like very much to stay 
and feel I should but I have another meeting that is equally important 
particularly to my State on appropriations, so I feel I must go. 

Senator Scorr. Very well. You may proceed, 

Mr. Wurre. The world situation with regard to wheat is strikingly 
different in some respects, than the situation that I related to thie 
committee a few days ago with respect to cotton production which in 
the free world outside of the United States is increasing, and had 
increased during the past 5 or 6 years approximately 50 percent; 
and that the increase is taking place in the Torrid Zone and in that 
part of the North Temperate Zone that lies within 33 degrees north of 
the Equator. 

This situation is quite different with respect to wheat. The wheat 
acreage in the free world outside of the United States is fairly well 
stabilized. 

It is not showing any significant trend upward or downward over 
a period of years although there is some variation from year to year 
in particular countries. Any tendency toward expansion has been 
sporadic changes within the United States where acreage increases 
from one year to the other have sometimes been as great as 15 percent. 
Another contrast is that wheat is produced for export in the free 
world outside of the United States by relatively few nations, and 
generally nations that have an economy somewhat similar to our 
own. They are Canada, Australia, and Argentina, whereas I ex- 
plained to the committee in the case of cotton there was sharp con- 
trast in the culture of the people, in their standard of civilization, 
their standard of economic development, and that cotton was grown 
mostly in the countries that are now just beginning to develop, and 
by races different to the Caucasian race generally. 

However, in the case of wheat there is a general increase in wheat 
yields on this fairly stable wheat acreage base. The increases in 
yields that are taking place in all of the major exporting countries 
are variable but in the aggregate, in recent years, have ranged from 
20 to 60 percent above 1935-39. 

In other respects there are similar comparisons between wheat and 
cotton, and that is it is somewhat difficult to increase the consumption 
of wheat by decreasing the price and the tendency of world consump- 
tion to remain about the same per capita with the total increase in 
world consumption somewhat proportionate to the increase in world 
population. One reason for wheat for bread consumption being 
somewhat unresponsive to price changes is the rR low cost 
of the wheat component in the price of bread. It is, however, a much 
larger component cost than is the case of raw cotton in the price of the 
finished goods that I talked more specifically on a few days ago but 
even here the wheat cost in the loaf of bread is sufficiently small to 
masa emrek to increase bread consumption by decreasing the price 
or w . 

Senator Hottanp. At that point, what is the proportion of the bread 
cost which represents the cost of the wheat ! 

Mr. Wuire. I would think roughly in the neighborhood of 20 to 
30 percent depending upon manufacturing costs in various countries. 
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They would be variable. I testified in the case of cotton it was 
about 10 percent. But in bread I think it would be about 20 to 30 
percent of the cost of the loaf of bread. 

Senator Hotuanp. In other words, the processing and the handling 
and distribution charges in the case of wheat have increased to where 
their value is nearly three times the amount of the raw wheat ? 

Mr. Wuire. That is approximately correct, but more nearly five 
times. 

Senator Hottanp. Whereas in the case of cotton those processes in- 
crease the cost of the finished product to something like 10 times the 
cost of the raw cotton ? 

Mr. Wuire. That is correct. 

Furthermore in respect to wheat and bread, as improvement in the 
diet. takes place, as a general rule there is less bread consumption 
and a larger consumption of animal proteins, green and fresh vege- 
tables, and fruits. 

The lower dietary standards of the populations in the world are al- 
ready heavily proportioned in ceerals. Oftentimes half or more of 
the food intake is in the form of cereals. That is why again it is 
difficult to increase the consumption of bread. 

There is, however, a case that I would like to point out to the com- 
mittee that is quite different than in the case of cotton and that is, 
there are a number of people in the world that do not have enough 
to eat, and would consume more bread if they had the purchasing 
power. 

In order to increase the consumption in such areas of the world as 
south Asia it would be necessary to greatly reduce the price of wheat 
in order to move it into consumptive channels by great masses of peo- 
ple who are chronically underfed. 

Senator Scorr. Right at that point, you may have mentioned it 
before to this committee somewhere, speaking about if they could get 
hold of this wheat and so on, there would be more consumption. 

Getting back to our general discussion that we have had on this total 
program of having impediments that are in the shipping trade taken 
away, is there anything that we could do along that line to modif 
the regulations, anything like that to move more wheat into channels 
of trade in any way. Does that amount to anything? 

Mr. Wurre. There would be nothing significantly different with re- 
spect to wheat than there would be as regards the other commodities 
on which you have already had witnesses. 

Substantial amounts of wheat have been moved under such pro- 
grams as title II of Public Law 480, this year, title I of Public Lew 
480, this year, section 550 of the Foreign Aid Act and Public Law 216 
of last year, the special Public Law 77, wheat to Pakistan, and the 
special wheat aid program to India, about 3 years ago. I have already 
supplied this information here for the record. Through these supple- 
mentary programs it has been ible to put wheat in oftentimes to 
areas on a grant-aid or on a sale at less than the world market price 
to meet an emergency such as caused by drought or flood or similar 
national disaster. 

There is, I believe, greater interest on the part of the world popu- 
Jations in acquiring wheat for consumption than several of the other 
agricultural commodities. The point that I am making is that, in 
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increasing the export of wheat, it is difficult to do that without special 
»rograms which would provide for sales to consumers at substantially 
cane prices than have heretofore been possible. 

Senator Scorr. What we ought to change in the law, maybe some- 
body in the Department of Agriculture could help us to write that 
with the idea we have cotton that we do not need most everywhere and 
wheat we do not need and bothering all of us. If we can do anything 
to get rid of one bale of cotton that is what we want to do if we can 
do it. 

The same thing about bushels of wheat, maybe some of the other 
crops that are in surplus. 

It seems to me from what I have heard discussed we need to find 
out just what we can do to move one more bushel of wheat that we do 
not need, and I think we will want some help to draft such a bill. 
We do not want to put you on the spot as to what it ought to be. You 
could help us point out what ought to be done and we will try to do 
something about it. I think what we did on cotton, if it goes through, 
is all right. I think, Senator Holland, anything else we can do to 
move cotton we want to do it and if there is any impediment by way of 
law or regulation, until we get out of this situation we need to imple- 
ment it. There seems to be a disposition for the Department of Agri- 
culture to help draw that up rather than some other people around 
here. I am just giving you that because we are going to call on some- 
body to help us. I do not see why we should not do everything right 
now to move this stuff. 

I can understand about some people wanting bread. For the 
moment if there is anything we can do about it, we ought to do it. I 
do not know who over there would help do it but I would like for you 
to pass that on. I think we will call on somebody over there to help 
us write those amendments with the idea of moving the stuff and get- 
ting it out of the way. 

Mr. Wurre. We will be very glad to be as helpful as we can. 

Senator Horttanp. With reference to the possibilities of greater 
consumption of wheat, which I recognize, I hope the witness will bring 
into his discussion the fact that so many nations, particularly in the 
southeast Asian section, rely upon rice rather than wheat. It limits 
our chance of greatly increased consumption of wheat in certain areas 
of the world, at least I have been so advised. Do you have any com- 
ments that you would like to make in that connection concerning rice- 
eating areas where the standard of living is very low and where there 
is certainly need for improved food standards? In other words, how 
does the rice picture impinge upon our opportunity to increase con- 
sumption of wheat? 

Mr. Wuirtr, Senator Holland, I indicated a while ago that there 
were some areas of the world that were so-called wheat-eating areas, 
and there are other parts of the world that are rice-eating areas. In 
some countries a large amount of rice is consumed and also a large 
amount of wheat is consumed, Then in a few instances there is an in- 
terchange of the grains in the feeding of the same people. Japan 
being one case in point where substitution does take place. 

But in the area of southeast Asia which you mentioned, there the 
population is quite large and when I was before the committee the 
other day, I testified that there is where the great increase in the world 
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population is taking place. In southeast Asia the traditional food 
cereal is rice. Their habits of consumption are fixed around rice. 
They are not only fixed around rice as a commodity but they are fixed 
around particular kinds of rice that they have a taste developed for. 
That extends as far west as India, through Burma and into India, 
where certain segments of the population have such strong preferences 
for rice that they do not like to accept wheat as a substitute cereal. 

After passing through the predominantly rice-producing and rice- 
eating areas of the world, we emerge into the wheat-producing and 
the wheat-eating areas which begins principally in the Punjab in 
India and extends through Pakistan. 

Senator Hotuanp. Through west Pakistan ? 

Mr. Wuire. Through west Pakistan ? 

Senator Hotianp. Not through east Pakistan? 

Mr. Wuire. No. The Punjab in Pakistan and India and on 
through the other countries in the Middle East, and into Africa and 
in Europe. 

a HoitiaNnp. East Pakistan is a part of the area that prefers 
rice, is it not? 

Mr. Wurrsn. That is true, yes, they are rice-eating people. 

It would be extremely difficult to successfully introduce wheat as a 
food cereal into the area of the world, which is populated by almost 
100 percent a rice-eating people. The opportunities for expanding 
the consumption of bread are in the areas of the world that are used 
to eating bread and are traditionally undernourished and seriously 
undernourished, 

Senator Hottanp. At that point then this is one large area of dif- 
ference between the problem of increased consumption of wheat, and 
of increased consumption of cotton, is it not, because these very areas 
that are consumers of rice are among those that are used to using 
cotton clothing almost exclusively ¢ 

Mr. Wurre. Yes, sir. I testified that in the case of cotton that 
it was extremely difficult to increase the per capita consumption of 
cotton in the world as contrasted here with wheat. We were explain- 
ing that there are hungry people who would buy more wheat if it were 
available at a very much ceaael price. There have been requests 
from some nations for wheat at a price far below the price that it is 
available for export from the United States at the reduced export price 
level under the iniewsadianal Wheat Agreement. 

Senator Hotntanp. What is the contrast between the price of rice 
as a staff cereal in southeast Asia for instance, and the price of wheat 
in that same area? 

Mr. Wutre. The price of good rice in southeast Asia would be about 
$135 per metric ton. The price of wheat in the United States for 
export would be about half that price, for reasonably good quality 
wheat, $65 to $70 a ton and the freight would have to be added for 
delivery to southeast Asia. 

Rice is usually a higher price than wheat. 

Senator Hoi.anp. at about the comparative nutritive qualities? 

Mr. Wurrte, I do not have the data at hand. They are each a very 
nutritious cereal. 

Senator Hotuanp. Thank you. 

Mr. Wurrr. Wheat stocks in the countries of the free world have 
tended to build up in the past 5 years—significantly so in Canada and 
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in the United States. The supply of wheat in the United States at 
the end of this season June 30, 1955, is likely to be in the area of a 
billion bushels and that would be at least equal to the domestic con- 
sumption of wheat for bread, for feed, and for seed, and any other 
use, plus the amount that might be exported. So the total supply on 
hand would be about equal to 1 year’s disappearance, from that stand- 
oint. 
: Senator Hottanp. It is also equal to about 1 year bumper crop, is 
it not? 

Mr. Wurre. It is also equal to a crop of about the size of last year. 

This, Mr, Chairman, summarizes the general remarks that I have 
to make concerning wheat. If there are further questions of a tech- 
nical nature we shall be glad to answer them. I have, as I said, the 
Chief of the Grain Division here. 

Senator Hotianp. I am not able to go into this question as I would 
like to, but I remember that Senator Ellender stated earlier in the 
hearings that there are already troubles in connection with surplus 
pone of rice in our domestic rice-producing areas, and there has 

een a question raised as to the availability of markets for that sur- 
plus rice production in the rice-eating areas, particularly southeastern 
Asia. 

Do you have any comment to make on that ? 

Mr. Wurte. It is true that rice stocks in the United States are accu- 
mulating this year, and that there will be available for export a larger 
than usual quantity of rice, perhaps roughly in the neighborhood of 
half a million tons. 

The production of rice in the United States has been sharply up- 
ward for several years. Twenty years ago about 90—85 to 90 percent 
of the rice produced in the United States was consumed in the United 
States and possessions. 

Senator Scorr. What percentage was that? 

Mr. Wurre. Righty-fve to ninety percent of the rice produced in 
the United States was consumed here in the United States. 

With the increase in the production of rice there has been almost a 
proportionate increase in the export of rice, because the per capita 
demand for rice in the United States is somewhat constant, and the 
opportunities for expanding exports of rice were largely to far- 
eastern destinations following the war, first Korea, and then to Japan. 
The trade with Cuba, I believe, has not changed significantly in recent 
years. The increased exports of rice to the Far Kast were made pos- 
sible by the dislocations in rice production and in rice exports from 
surplus rice-producing areas in southeast Asia. 

As a result of the war in Burma and Thailand and Indochina, the 
principal rice-producing and exporting countries, also to a significant 
extent in Indonesia and in the Philippines, rice production was sharply 
reduced by the shifting of populations from the land into the cities for 
security purposes, and by dislocations in shipping. It made it diffi- 
cult for rice-importing countries to obtain rice from the traditional 
supply areas of southeast Asia. This was coupled with a serious short- 
age of foreign exchange at the end of the war in the rice-importing 
countries in the Far Kast and the reliance in part upon the United 
States to assist them in meeting needed essential import requirements. 

So that the two of them together, aid programs from the United 
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States, to such countries as Korea and Japan, and their difficulty in 
reestablishing immediately their supply areas in southeast Asia, cre- 
ated an opportunity for an expanded market. Rice acreage was ex- 
panded rapidly in the United States, and to the point that at least 50 
percent of the production went into the export market as compared to 
10 or 15 percent, 20 years ago. 

Senator Hottanp. Hasn’t rice production about doubled since the 
end of World War II, that is, our domestic rice production in the 
United States ? 

Mr. Wuire. Well, production of rice increased in the United States 
from about 660,000 metric tons in the period 1935-39, to 1,500,000, to 
1,800,000 tons, milled basis, in recent years. 

Senator Ho.uanp. In other words, it has more than doubled ? 

Mr. Wurre. Yes, sir, nearly tripled. 

Senator Horianp. Is there any substance to the report that FOA 
and other Government agencies disapprove the export of rice under 
ss of the aid programs to the Southeast Asian area ‘ 

r. Wuire. No, Senator, I am not aware of any instance in which 
a foreign country has been interested in rice and for which we have 
had an aid program and funds available for the supply of food com- 
modities that we denied the financing for shipments of rice to the 
area. But I would like to verify this by asking Mr. Stewart who 
handles rice procurement, if he is aware of any requests that we have 
had ae approved budgets whereby we have not as a policy shipped 
rice 

Mr. Stewart. No, there have been no such cases. 

Mr. Wurre. There are no such instances. 

Senator Hottanp. My own information on this is sketchy. I simply 
recall having heard Senator Ellender make some statement on the 
subject. My recollection is that it was to the effect that there were 
some obstacles being created by FOA and by the State Department 
to the marketing of our surplus rice in Southeast Asia on the claim 
that it disrupted the normal distribution of rice produced in that 
area, 

Do either of you have any information upon that subject? 

Mr. Wuirs. I am familiar with the question. I cannot testify 
completely to the Department of State’s ition. They can best 
testify on that. But 1 can testify to the FOA position in his respect. 

Senator Hoiianp. Please state for the record what you under- 
stand about the State Department’s position and then we can verify 
it or elaborate on it by calling the State Department witnesses. 

Mr. Wurre. I would have to testify as to what my impression is. 
My impression is that the Department of State is aware that the 
United States has during an interim period, since the end of the war, 
entered the oriental market with a supply of rice which I have just 
testified to; that part of this market was in prior years a traditional 
export market for Southeast Asian countries; that supplies of rice 
have already begun to pile up for export in certain Southeast Asian 
countries; and that these countries are much concerned about their 
export outlets for rice, the principal commodity in their export trade, 
and the commodity on which they rely for generating the foreign 
exchange necessary to import the essential commodities to maintain 
the economy of their countries. | 
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Having those facts and being the responsible Department of the 
United States Government for moderating world tensions and trying 
to build security in Southeast Asia, the State Department I feel is 
interested in trying not to unduly disrupt Southeast Asian countries’ 
efforts to maintain export outlets for their surplus rice. 

Senator Hotianp. Such as what / 

Mr. Wurre. Such as Japan. That is the principal import country. 
T have not heard or do not know of any attitude on the part of the 
Department of State that would call for expanding the market for 
Southeast Asian countries over their traditional shares at the expense 
of any traditional United States share. 

Senator Horianp. Is what you are suggesting this: That the State 
Department is interested as you understand in enabling the producing 
countries in Southeast Asia who produce rice to regain their traditional 
markets in Japan and elsewhere / 

Mr. Wurtre. I believe that to be the case. 

Senator Hotianp. And that that does interfere with the retention 
by our own rice industry of some markets which they had gained tem- 
porarily in the years since the end of the World War II. 

Mr. Wuire. I think that is substantially correct, Senator. I would 
like to add that the principal prewar supply sources for Japan were 
areas in the Orient, a little more nearby than South and Southeast 
Asia such as Korea and Formosa which the Japanese had more direct 
access to. But Japan is in a trading area also, not only with Korea 
and Formosa, but with Southeast Asia and that country would like 
to expand its trade by shipping industrial goods and taking payment 
in such things as rice, in return. That is also what Southeast Asia 
would like to do. And we do find ourselves as having entered a 
market, and now finding ourselves under pressure so to speak from 
export surpluses building up in Southeast Asia. 

Senator Hotianp. Does that not mean that the future for our 
domestic rice industry involves retraction instead of expansion of 
production if it is to be denied access to the markets in the Orient ? 

Mr. Wurrer. If the United States loses its market in the Orient it 
will be exceedingly difficult, and I think impossible to expand the 
market correspondingly for American rice in other parts of the world 
such as Europe, or Latin America. 

Senator Hottanp. Approximately 85 or 90 percent of our domestic 
rice production prior to World War II was consumed in the United 
States and the rest consumed in the Latin American countries; is that 
correct ? 

Mr. Wuire. Andin Europe. 

Senator Hotianp. Latin America and Europe? 

Mr. Wurre. Yes. 

Senator Hortianp. So that this problem mentioned by Senator 
Ellender and which I have mentioned only generally, does involve 
very seriously the future production of rice in this country on any- 
thing like the level that has been built up since World War IT? 

Mr. Warre. I think that is substantially correct. 

Senator Hotuanp. I thank you. 

Senator Scorr. This will be off the record. 

(Discussion was continued off the record.) 

~ €0149—55—pt. 2-2 
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Mr. Wutre. What I said with respect to the expanding of the mar- 
ket for wheat to hungry people in South Asia at a greatly reduced 
price might also apply in some respect to rice. 

It is true that in a number of countries there is an export surplus 
of rice, but still in this general area of the world there are large 
numbers of people that do not have purchasing power adequate to buy 
enough rice for a norma] diet, and would welcome added rice if they 
had access to it in the same sense that we spoke earlier with respect 
to wheat. Just how extensive that would be, I do not know. I merely 
know that that situation exists. 

In closing, Mr. Chairman, I would like to mention that a large 
importer of American rice over the years, and continues to be, is the 
nearby Latin American country Cuba. 

In the case of Cuba, there is some reciprocity in trade. We import 
sugar from Cuba, and we export rice to Cuba. 

This, Mr. Chairman, summarizes the general remarks that I have 
with respect to rice. If you have more questions of a technical na- 
ture, I have Mr. Stewart here from the Grain Division, who will be 
glad to try to answer them. 

Senator Hotianp. Mr. Stewart is from the Grain Division of 
FOA? 

Mr. Wurre. That is correct. 

Senator Hotianp. And his duties and yours, and the function of 
FOA, relate to the administering of the foreign aid which was voted 
by Congress and not to the building of a substantial, sound, and per- 
manent basis for our own agricultural interests. I realize that you 
are interested in that objective but that is not your function. That 
is in the Department of Agriculture. That is correct, is it not? 

Mr. Wurre. That is correct, our function is to administer the for- 
eign-aid legislation as passed by the Congress and in doing that we 
try to be as helpful as we can in moving the surpluses and the estab- 
lishment of the markets but the primary responsibility is in the De- 
partment of Agriculture for expanding agricultural trade. 

(Discussion was continued off the record.) 

Mr. Wurre. I have Mr. Tyson with me who may be helpful in an- 
swering questions on citrus from the standpoint that we are interested 
and participated in any program to move citrus fruits from the United 
States into export trade or in the programs that we are assisting in 
administering. 

Senator Hotianp. Mr. Chairman, the citrus industry of my own 
State and of the Nation has been, and is, right much concerned on 
various points, some of which I will mention briefly before I ask 
questions. First of the points is that they feel that the fact that 
citrus has not been declared in surplus as to grapefruit. when it is so 
obviously in surplus, has banned grapefruit and grapefruit products 
a moving under Public Law 480, and that they are urbed 
about. 

Second, they have advised that most of the citrus that has moved 
has been moved by the FOA under either 550 of the earlier mutual 
security act or 402 of the present Mutual Security Act. 

And they are disturbed about some things that have happened un- 
der those acts. One of them is that the British have not i 
grapefruit to be moved in apparently because of the insistence of 
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Jamaica that they can supply the market. We think that is rather 
absurd because the total production of Jamaica is only a small fraction 
of what the British need and have taken in years past from our grape- 
fruit producers. They are particularly disturbed by that point be- 
cause they say Jamaica is asking for important FOA concessions, and 
Britain is getting a portion of FOA aid im other fields, at the same 
time that Britain is refusing to admit grapefruit for the trade in 
their country. 

The third thing that they are disturbed about is the fact that 
although Israeli citrus people are getting direct aid such as being 
furnished paper for the wrapping of the very citrus fruit they are 
marketing and being furnished other important aid, they have in effect 
tried to take over the continental markets by offering to ship their 
fruit in on consignment without any guaranteed return but with 
guaranteed compensation for handling it, providing the receivers will 
agree not to trade in our grapefruit. They are concerned also with 
another question which is that they think the State Department is 
still interfering with the free and prompt functioning of the agricul- 
tural attachés in these important European markets which heretofore 
have taken sizable quantities of our citrus. 

I have just recited those complaints that have come to me without 
pretending to have any personal knowledge of the facts which lie 
behind the complaints. 

On the first of those points made, do you know why grapefruit has 
not been declared to be surplus so that it could be moved under Public 
Law 480? 

Mr. Wire. That is the decision as we understand the act on the 
part of the Department of Agriculture which has been given primary 
responsibility for the administration of the act and we do know that 
it has not been declared a surplus commodity within the meaning of 
that act. 

We do know that the Department of Agriculture has declared citrus 
including grapefruit as a surplus commodity within the meaning of 
the Mutual Security Act. And the Foreign Operations Administra- 
tion has tried to be as helpful as we knew how to be in the movement 
of citrus products to Western European markets. We are quite aware 
of the interest of the fruit people not only the citrus people but the 
apple people and the dried fruits industry, in regaining prewar mar- 
kets in Western Europe. 

Senator Hotzanp. Just to — that up, is it true that all of the 
trading that has been done these last 3 years has been done under 
FOA, rather than under Public Law 480—which, of course has not 
existed for that full period—and all that is being done now is being 
done under FOA, and under a finding under that law that citrus is 
surplus? 

Mr. Wurre. That is correct. 

Senator Hotianp. While the finding that citrus is surplus under 
Public Law 480 has not been forthcoming, and there has been no trad- 
ing under Public Law 480? 

Mr. Wurre. That is correct. 

Senator Horzanp. You are not familiar with the reasons which 
have brought about that result ? 
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Mr. Wurre. I could not explain those reasons nearly as well as the 
Department of Agriculture. 

Senator Hotianp. All right, we will not expect you to do so then. 

The second question relates to the situation in Britain. You are 
familiar with that situation, are you not? 

Mr. Wurre. In a general way; yes, sir. 

Senator Hotzanp. Do youn know why the British have refused 
to have trading in grapefruit under the FOA program ? 

Mr. Wurrer. I have some views as to why. 

Senator Hotzanp. Why have they refused to let our grapefruit 
come in to the British markets under FOA ? 

Mr. Wuire. I would like to say that we have taken a relatively 
strong position, I feel, for our agency with respect to encouraging 
the British to accept fruit including grapefruit and other citrus as 
a part of their import program financed by foreign aid funds. Our 
policy in this respect since the beginning of the ECA in 1948—most 
of us here today have been associated with the program from the 
beginning—has been not to be dictatorial and nant and in that 
way assured foreign nations that we have not attempted to take over 
the management of their affairs, but we have instead called upon them 
to put up a program that we could review and approve and that 
would have as its objective getting them on their feet economically as 
soon as possible. In that respect we have screened down their re- 
quests generally to the barest minimum that they would have to have 
in order to get on their feet and lessen the drain on the United States 
treasury for funds to carry out a foreign aid program. That has 
been the general policy. 

We have tried to be sure that the contents of their programs were 
essential from their standpoint and desirable from our standpoint. 

Applied to the British, we have gone, I feel, as far as that policy 
might be stretched within reason to encourage them to take a com- 
modity that their people desired but which for some years they had 
considered to be more or legs in the category of a luxury. Luxury as 
food although it is nutritious. 

Realizing the interest on the part of the British citizens for the 
product and the help that it would give this country in the export of 
the product, we have strongly encouraged and made about as strong 
a representation to the British here and through our mission in 
London as I believe we have made in any country in the past 7 years 
on any commodity. 

Senator HoLttanp. Have you been successful ? 

Mr. Wurrr. We have have been partially successful. In the case 
of grapefruit where there is perhaps the greatest resistance although 
there is equally great resistance to meat and to poultry and to some 
other food products that could be named, there has been a small 
amount of grapefruit taken in the past. 

Senator Hottanp. You do not mean this year? 

Mr. Wurre. Within the past 12 months or approximately so. 

Since last spring. 

Senator Ho.ianp. They did take sizable quantities of grapefruit 
under ECA and earlier as of the program but have been resisting 
more and more with each year the fading in of any grapefruit. 
Is that substantially cubrect 
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Mr. Wurre. I am not aware of a stepping up of resistance unless 
it is interpreted in the terms of our more or less suggesting strongly 
that they take grapefruit, and as we have become stronger in our 
representations that they take grapefruit, it may be interpreted they 
become stronger in their position as to why they are not interested 
in the amounts we have suggested. 

Senator Hotzanp. Why are they not interested in taking grape- 
fruit ? 

Mr. Wurre. Well, one of the reasons that I have found is their 
preference for taking grapefruit from Jamaica. Last year on a return 
trip from South America I stopped in Jamaica for 2 days and I found 
the Jamaican Government very much disturbed that this fruit might 
be displaced in the United Kingdom by exports of United States 
grapefruit. At that time there had been a delegation just returned 
from London, going for the purpose of trying to make sure that there 
would be a retention at least for a while of the market for grapefruit. 
This was the Jamaican position as explained to me in Kingston— 
that during the war the United Kingdom encouraged the expansion of 
citrus production in Jamaica to meet requirements in the United 
Kingdom and that production was stepped up particularly in the 
late stages of the war and early postwar years at the time when the 
United Kingdom was suffering greatly for lack of dollars and was 
allocating dollars only for what was considered to be the most essential 
import items, items urgently needed in the United Kingdom that 
could not be supplied by other parts of the commonwealth. There 
were agreements entered into which gave trade preference to Jamaica. 
The people of Jamaica expanded the planting of citrus including 
grapefruit and they planted for a particular market. 

In this respect it is a little similar to our discussion awhile ago 
on rice; having planted the acreage for a particular market. The 
Jamaicans realized that they had been paid a higher price considera- 
tion than that for which grapefruit is available for export from the 
United States, so the fear in Jamaica is lower priced grapefruit from 
the United States and the fact might be argued by some people in 
the United States that to some extent a higher quality grapefruit. 

Senator Hottanp. As a matter of fact, they cannot sell in competi- 
tion with Florida grapefruit, is not that true? 

Mr. Wurre. A great many people say that is a fact. 

Senator Hotxanp. Is it also a matter of fact that they produced 
only a fraction of the normal demand for grapefruit by Great Britain 
in the years before the war? 

Mr. Wuire. That is correct. The production in Jamaica has not 
expanded sufficiently to meet the British citizen’s demand for grape- 
fruit, they would like to have larger quantities. 

Senator Hottanp. It is a matter of fact that the British trade is 
a anxious to have larger quantities of grapefruit from the United 
States. 

Mr. Wuite. We understand that to be the case. 

Senator Hot.anp. And notwithstanding that, notwithstanding the 
insufficient production in Jamaica, the British have declined to permit 
the bringing in of our American grapefruit and have contented them- 
selves with the much smaller imports of Jamaican grapefruit, con- 
fessedly inadequate to meet the market demand, rather than to see any 
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competition between that Jamaican grapefruit and the American 
product. Isn’t that what the situation is? 

Mr. Wuire. That is substantially correct, I think it is correct as I 
understand the fact. The last sentence on preferential treatment might 
be interpreted by the British as being in conformity with an agree- 
ment with Jamaica or some understanding with Jamaisa. I would 
like to add before I leave the question of Jamaica that I found the 
attitude of the people in the Government of Jamaica good on this 
question, considering the problem at hand. 

They indicated that they feared the higher quality and the lower- 
priced grapefruit from the United States and they feared the power 
of the United States in displacing them entirely in the British market, 
on which they were wholly dependent. They went far enough to say 
that if we could give them some time, that they would try to reorient 
their market entirely away from the United Kingdom, and build 
markets elsewhere in the world. I say that isa relatively good position 
because in my experience in dealing with foreign nations for a great 
many years very seldom do I find home willing to take a position that 
if given 2 or 3 years they would try to abandon one market and develop 
a market elsewhere. 

Senator Honianp. Do you have available in your files the figures 
showing the production of canned grapefruit in Jamaica available for 
moving to the United Kingdom ? 

Mr. Wurre. I would like to ask Mr. Tyson to come up to answer 
a number of technical questions which he may be able to answer. 

Senator Hottanp. All I want are the facts in the record. What 
is the production in Jamaica that is moving now to the United 
Kingdom ¢ 

Mr. Tyson. We do not have the figures on that. 

Senator Hottanp. You do not have that? 

Mr. Tyson. No; we can get it. 

Senator Hotitanp. My information from the Florida people is that 
about half a million cases—— 

Mr. Tyson. Are you talking about fresh fruit or 

Senator Hottanp. I am talking about canned grapefruit from Ja- 
maica. That is the way they usually move it to the United Kingdom. 
I am advised that the total that they have available for movement is 
about half a million cases and that that contrasts with about 2 million 
cases—in other words, about a fourth of the consumption in the British 
market in normal times before the war. 

Do you have the figures on that? 

Mr. Tyson. I have the British imports prewar, of course. 

Senator Hottanp. What are they? 

Mr. Tyson. About a million cot a quarter. That is of cases. 

Senator Hottanp. That is canned ? 

Mr. Tyson. Canned. 

Senator Hottanp. What was the amount of fresh? 

Mr. Tyson. British imports? 

Senator Homzanp. Yes. 

Mr. Tyson. I do not have that. I have the United States exports 
to United Kingdom. 

Senator Hottanp. What is that? ell 

Mr. Tyson. Prewar 265,000 cases of fresh grapefruit. 
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Senator Honttanp. And what are the Jamaican figures that you 
have? 

Mr. Tyson. Prewar Jamaica would not show, there was very little. 

Senator Hottanp. What is the present figure ¢ 

Mr. Tyson. At present it is around 300,000 cases, that is, the total 
production. 

Senator Hotzianp. In other words, if the total Jamaican production 
all goes to the United Kingdom, it will fill only a small percentage of 
the total consumption in the United Kingdom, prior to the war. 

Mr. Tyson. That is right. 

Senator Hotuanp. It is true likewise that the British trade is very 
anxious to get the American grapefruit and isn’t being permitted to 
do so under present British regulations ¢ 

Mr. Tyson. That is what we have been told; yes. 

Senator Hotitanp. How does the FOA justify its continued exten- 
sion of aid to the British when they are taking a position that so 
manifestly destroys the chance of a large American industry to market 
its products in Britain and to regain established markets which it 
had prior to World War II. 

Mr. Wuirr. There are many commodities that have a somewhat 
similar problem and there is another forum that we consider more 
appropriate to adjust these differences than in any program of FOA. 
That is through the Department of State and the Department of 
Agriculture under the United States participation in the organization 
of General Agreements on Tariffs and Trade where trade preferences 
are taken up and dealt with as such. The foreign-aid program has 
never been used and is not quite appropriate in the opinion of most of 
Government officials for use as an effective agency to deal with and 
readjust trade preferences, tariffs, and a number of other things of this 
kind. And we have thought that the appropriate place to iron out 
these difficulties would be in the organization called GATT. 

Senator Hotianp. This is not a tariff question. 

Mr. Wurre. A trade preference question. 

Senator Hoitzianp. A question of banning from British markets the 
American product. 

Mr. Wurre. We understand that. If we attempted in our pro- 
grams to readjust trade preferences and to create a different trading 
pattern in these respects we would be dealing directly in a number of 
the things that are specifically set wp to be dealt with in the organiza- 
tion in GATT. 

Senator Hotianp. Of course this is not a matter of trade preference 
so far as the trade itself is concerned. They prefer to have the Ameri- 
can product. It is not permitted to get it under the decision of the 
British Government. 

Mr. Wurrr. I am speaking of trade preference in the sense that it 
is generally used; as a means of directing trade on the part of the 
United Kingdom. As I explained a little earlier it is and has been the 
policy of our ae eee from the time of its beginning, not to 
— our effectiveness in developing a security program and 

ul 


ilding a stronger world peace by becoming active in dictating to 
overnments what they had to do before they could get any aid. We 
ave tried to call for effective programs. We have tried to reason 
with them. In this grapefruit case we have gone, as I explained 
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earlier further in that respect than I think we have in any other na- 
tion on any other commodity. 

Senator Hottanp. Notwithstanding that the British still refuse to 
admit American grapefruit, rather than to disrupt your whole pro- 
gram of assistance, you have continued to have a very large assistance 
program under FOA with the British ¢ 

Mr. Wuire. We have considered it highly important to have a 
large program of foreign aid with the United Kingdom, and we have 
taken the position that it is desirable to negotiate as much as we 
could in this sector while continuing the total foreign aid program 
to the United Kingdom. 

Senator Hotianp. I would like the record to show that the British 
during World War II stated that the citrus industry was the cheapest 
constant dependable source to which they could turn for vitamin C 
food which is a complete necessity, and especially so in the case of 
children, expectant mothers, invalids, and the like, and thus they sent 
special missions here to assure the continued shipping of that vitamin 
C food to them under Lend-Lease. 

An that now their attitude is cutting off all except a bare fraction of 
their earlier trade in this same vitamin C food, the citrus food from 
the United States, under the guise of protecting Jamaica, an industry 
which is supplying them only a small fraction of what their trade 
and their public wants. 

It is true that the Jamaican production is just a small fraction of 
of what they had prior to the war from the United States? 

Mr. Tyson. On grapefruit now / 

Senator Hontanp. Yes, that is correct. 

Mr. Tyson. Yes. 

Senator Hotianp. I understand that FOA has been very intensive 
in its efforts to get the British to allow American grapefruit to be im- 
ported. That is correct, is it not ? 

Mr. Tyson. That is correct. 

Senator Hotianp. You said you had gone further than in almost 
every other case ¢ i 

Mr. Wurre. I think that is correct. 

Senator Hotianp. For the record, I want to say that it seems in- 
credible to me that the same people who cried so loud for vitamin C 
as a necessity during the war and insisted so strongly that sizable part 
of lend-lease be devoted to that, in order that aon might have it, 
now take the position that they are taking. It seems to be a very in- 
consistent position. 

Now, Mr. Chairman, I want to go to the next question. Do you 
have figures with you showing the Israeli shipments into the various 
continental and British markets ? 

Mr. Tyson. No, we do not have that. 

Senator HoLtanp. What facts do you have? 

Mr. Tyson. All I have is their production. 

Senator Hottanp. The Department of Agriculture advised me that 
they had supplied you with the facts to put in the record. Would 
you please state them into the record. I have not seen them. 

Mr. Tyson. Frankly, I do not know what they are talking about. 
We did get a lot of information from them, but not specifically on the 
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Israeli question. It may very well be among the information that 
they gave us. 

enator Hotianp. To state for the record then, Mr. Chairman, our 
people. advised me, I do not have the direct information on this, that 
Israli has offered fruit on consignment to the importers in the Conti- 
nent particularly Belgium and the Netherlands and West Germany, 
on condition that they not buy American fruit. What information 
if any do you have on that? 

Mr. Tyson. We have that same information except-—— 

Senator Hottanp. From what source do you have it? 

Mr. Tyson. We get it from our office in Israel. And also from 
consular reports from Europe. The same information probably as 
agriculture got. 

Senator Hotianp. Please state just the information that you have 
because to my mind it is a very wrong attitude for people to take who 
are receiving very great aid from us, and even asking and receiving aid 
whereby they can wrap and process and ship the very fruit, to take 
the position that they are willing to offer that fruit on such conditions 
as to exclude ourselves specifically if they are doing so. 

Senator Eastianp. I think the record on that ought to show that 
last year we gave that country $52 million, which was greater than 
the Federal grants and Federal checks, too, that went into 18 States 
in this Union. 

Senator Hotianp. Mr. Chairman, I appreciate that comment but 
what I would like for FOA to do now is to contribute the facts that 
they have on this matter. What we want to get are the facts. 

Maybe we have been unduly disurbed. Maybe we have been given 
facts that will not be substantiated. But we think that this com- 
mittee’s duty and opportunity is to bring out what the facts are, and 
then let us see just what the situation is in this disturbing field, 

Mr. Wurre. Our facts are somewhat meager on this point. We will 
be glad to give what we do have. 

Senator Hotianp. Please place them in the record. 

Mr. Tyson. The only information I have with me here are the pro- 
duction figures. Israel does not appear as one of the five leading 
orange producing countries of the world. I will have to insert that. 

Senator Horzanp. All right. 

(The information is as follows :) 

The FOA files contain very little information on the Israeli citrus consign- 
ment sales in Europe. It is reported from Tel Aviv that the Cicrus Marketing 
Board stated it suggested sale rather than consignments but the Belgian and 
Dutch importers preferred continuation of the consignments. It is also reported 
that it is an established policy of the Citrus Marketing Board to ship to an 
individual dealer only if that dealer will agree not to make straight purchases of 
the same kind of fruit from other sources. There is no indication that consign- 
ments from other sources could not be handled at the same time as shipments 
from Israel. 

Apparently some,dealers in Belgium and in Holland accepted these terms, 
but we are not informed as to whether or not importers in other European coun- 
tries have handled Israel grapefruit under these terms. 

We are advised that the Department of Agriculture has already given a mem- 
ber of this committee an exhaustive study of Israel citrus marketing based on 
information which this agency does not have. 
oa Tyson. On grapefruit, Israeli prewar produced about 1,445,- 

xes. 
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Senator Hotzanp. You mean that that was their total production ? 

Mr. Tyson. Total production, their production last year was sub- 
stantially the same, 1,560,000. There has been very little change in 
their production of grapefruit. 

Senator Hoanp. In other words, when we are talking about Is- 
raeli production of grapefruit, we are talking about a total of a 
million and a half boxes? 

Mr. Wuire. Yes, and the production has not changed over 20 years. 

We will try to obtain what facts we have on the question that you 
asked about the efforts of Israeli to ship fruit to the Continent, and 
supply it for the record. 

Senator Easttanp, Have you any information now that they con- 
sign it—provided that country does not use American fruit? 

Mr. Tyson. We have not heard that. A particular dealer is com- 
mitted to not use competitive fruit of his own purchase. 

Senator East.anp., Does not what? 

Mr. Tyson. Does not sell other supplies. 

Senator Easttanp. They will consign to a particular dealer. 

Mr. Tyson. That is right. 

Senator Eastianp. Provided he will not sell any additional fruit? 

Mr. Tyson. Any additional citrus or whatever it may be. 

Senator Eastianp. From any other country ? 

Mr. Tyson. Yes. 

Mr. Wurre. Just exclusive dealers, 

Mr. Tyson. Not necessarily the United States, 

Senator Eastianb. I know, but then that is entering this country. 
What do you do to protect this country then? 

Mr. Wurre. That is not something highly unusual in the merchan- 
dising of commodities for export. For example, from the United 
States there is a program in which Government assistance is rendered 
in financing shipment on consignment. Special programs aimed at 
aiding exporters in exporting goods on Pana, agricultural 
commodities. It is not uncommon either in trade for an exporter to 
have an exclusive agreement with his agent, whereby he represents 
one supplier only. 

(Discussion was continued off the record.) 

Mr. Wurre. I started to explain when you left a moment ago, 
Senator Holland, that something might be said on behalf of this 
problem that you mentioned, this behavior of the Israelis. On the 
meager information that we have on the question which I have stated 
we would supply for the record, this is an action carried on in com- 
mercial trade between Israeli exporters and European importers. 

That is not uncommon in world trade or in domestic trade in this 
country for a commercial supplier to ship on consignment to an agent 
or toa buyer. It is not uncommon to have an exclusive sales agree- 
ment with him that he will not handle any product other than that 
which he receives from the named supplier. : 

Senator Hotnanp. You are s now about grapefruit or 
speaking about manufactured articles? 

Mr. Ware. All kinds of agricultural products. ° 

ignment handler now 


Senator Hortianp. Do you know of any consi, 
of grapefruit? 

Mr. Wurre. I am not sufficiently informed on grapefruit trade but 
I do know in cotton and other products that it is quite generally 
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used. I know it is used in this country domestically and if these are 
the facts on the basis of the meager information we do have, it would 
seem to us that it is not an action of the Israeli Government, and that 
it might not be appropriate for us to take up with them. It seems to 
be an action that their private exporters are engaging in, with their 
private agents in Europe, regarding the terms of the sales between 
the two of them. 

Senator Hornanp. There is a statement from my people that FOA 
has supplied the paper to the citrus industry of Israeli for the wrap- 
ping of their products. Have you checked on that? 

Mr. Wurrt. I can check that. 

Mr. Tyson. That is correct. 

Senator Hottanp. According to the information we have, you 
supplied just a few weeks ago nearly a million dollars worth of 
wrapping paper, which apparently is a rare product in Israeli, or 
highly desired product to the citrus industry of Israeli, so that they 
could prepare their crop for shipment and ship it. 

What facts do you have on that? 

Mr. Tyson. I do not have the amount of money involved in it. We 
can get it. 

Mr. Wurre. Our division does not handle that. The Industry 
Division handles and we would have to get it from them. 

Senator Hotzanp. Will you supply that ? 

Mr. Wuite. Yes. 

Senator Hotianp. I may say our information is to the effect that 
it was between $900,000 and $1 million worth of paper to allow them 
to market their crop. 

Mr. Wurre. I may say that if we have in this case and I presume 
we have, because you say that you do know 

Senator Hotianp. No; I did not say I knew; I said that was our 
information. 

Mr. Tyson. I know that to be a fact. 

Senator Hotianp. Your gentleman here say that is true. 

Mr. Wurre. It would not be an exceptional case because there have 
been numerous instances in which the Foreign Operations Adminis- 
tration has aided in one way or another the development of port fa- 
cilities, the development of the shipping industry, the building of a 
railroad, the building of inland roads, in some cases assisting in 
ginning cotton but not in production processes, and in building port 
facilities and building inland storage facilities to keep the crops cop 
deteriorating and otherwise to aid them in developing their economy 
from the standpoint of marketing the crops. That has been done in 
a number of instances. 

So doing it here would not be an exceptional instance. 

Senator Hotiann. For the record, and to enable you to check 
on the matter more easily, I would say that my information fur- 
nished me by Florida Citrus Mutual in Florida, which is the over- 
all cooperative that represents the Florida growers, is to the effect 
that there was an FOA release dated February 15, 1955, from Wash- 
ington, stating that. a. procurement authorization PA 71-591-00-77- 
5206—we are getting into pretty large numbers—for $900,000 worth 
of fruit-wrappin anata from this country—was being delivered 
to Palestine. il that enable you to make a quick check ? 

Mr. Wurre. Yes, 
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Senator Hotxanp. Will you state then in the record just what 
you find to be the real facts about that ? 

Mr. Wuits. We will be glad to do that. 

(The information is as follows :) 


A procurement authorization was issued to the Israel Government on Feb- 
ruary 11, 1955, for the procurement of $900,000 worth of fruit-wrapping tissue. 
The fruit-wrapping tissues are to be procured in the United States and ship- 
ment is to be concluded by December 31, 1955. This was issued in conformity 
with a request from the Israel Government as a part of the general economic 
assistance program for Israel. 

Senator Hotianp. They also say this, and I would like this to be 
checked, too. I am quoting now from this same letter, from the Citrus 
Mutual, as to two examples of handicapping actions that have been 
taken by the Israeli Trust Marketing Board. To hurt this country in 
the effort to dispose of its citrus. 

First, and I quote: 

The vigorous protest lodged by Israel with the British and United States Gov- 
ernments last year when it was officially announced that England would purchase 
2,500,000 worth of fresh and processed citrus from this country under MSA 550. 

You folks handled MSA 550. 

Mr. Wuire. Yes, sir. 

Senator Hotitanp. I wanted you to check on that and see just what 
the protest of the Israeli Government or citrus agency was. This is 
recited here as an instance of the attempt of the Israeli to prevent our 
fruits from getting into the former channels. This was in Britain. 
And the second : 

United States boycott plan evolved by the Israeli Trust Marketing Board at the 
outset of this season. Whereby, in return for refusing to purchase grapefruit 
from any competitive country, Dutch and Belgian citrus importers would receive 
Palestine grapefruit on open consignment basis with a fixed guaranteed com- 
mission per box, regardless of the price the fruit realized at auction. 

That may not be in your files but if you do have anything in your 
files bearing upon that, we would like very much to have it included in 
the record. cas 

Mr. Wurre. We will ay to supply that for the record. 

(The information is as follows 5 

Following the issuance, in March 1954, of the procurement authorization for 
$2,500,000 worth of citrus for shipment to the United Kingdom under section 550 
of the Mutual Security Act, the Israel Government filed with the United States 
Wmbassy in Tel Aviv a request to defer shipments. This was not considered to 
be a protest and it did not contain objections to the United States financing of the 
shipments of citrus to the United Kingdom. It merely asked, to avoid displace- 
ment of marketings from friendly countries, that shipments be deferred until 
May, which is the end of the Israel marketing season. 

We have no information that a protest of any kind was filed by the Israel 
Government with the British Government in reference to last year’s FOA financ- 
ing of citrus exports to the United Kingdom. 


Mr. Wurre. I would like to say for the record that if Israel did 
make protest to the United Kingdom about their taking fruit under 
section 550 last year, that it did not have any effect upon Foreign 
Operations Administration’s viewpoint in the matter. And further, 
that we are accustomed to protests, and many protests are made by 
nations at times, and I will supply the facts in this case if we can 
get i find out if such protests were made and supply them for 
the record. 
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Senator Hotzanp. This indicates a $214 million purchase of fresh 
and processed citrus from this country. That does not mean solely 
Florida citrus. That means that fruit from Florida or Texas or 
California or wherever it could be found, was supplied by FOA under 
MSA 550 to the United Kingdom last year, not this year. 

Mr. Wurre. I understand. 

Senator Horzanp. And that Israel protested both to the British 
and te our Government about it. We would like to have all of the 
light that you can throw on that. 

Mr. Wurre. Allright. 

Senator Hotianp. There is one other thing that I would like to have 
the record show so that your facts as reported may be as illuminative 
as possible. The statement made to me by Mr. D. M, Rubel, Director 
of the Fruit and Vegetable Division of the United States Department 
of Agriculture, is that as they understand it, the Israel Citrus Market- 
ing Board—which, as I understand it, is a quasi-governmental 
agency—is the one that has taken this adverse action rather than the 
citrus industry of Israel as you suggested in an earlier statement. 

Mr. Wutre. We will be glad to supply what meager information we 
have on this subject. This, however, is a subject on which normally 
we would expect the agricultural attaché to develop the facts and to 
report through the established reporting system. 

(Nore RE IsrkAEL CITRUS MARKETING Boarp.—The files of the Foreign Opera- 
tions Administration do not reveal any light on the subject. Rubel’s office says 
they believe it to be a governmental body but that State Department insists 
it is quasi-governmental with both Government and commercial exporters as 
members. ) 

Senator Horianp. These facts are reported to us by Mr. Rubel, 
but upon the strength of the reports of many of the various attachés 
including J. Henry Burke and others. Do you know Mr. Burke? 

Mr. Wurre. I donot. 

Mr. Tyson. I know him. He is an employee of the Department of 
Agriculture. 

Mr. Wuire. Is he an attaché? 

Mr, Tyson. No, he is a titrus marketing specialist, going from 
Washington to Europe. 

Senator HoLitanp. He went over there to check with the various 
agricultural agencies and attachés ? 

Mr. Tyson. Yes. 

( Discussion was continued off the record. ) 

Senator Hotianp. Thank you, Mr. Chairman. 

Senator Scotr. Suppose we adjourn and come back at 2 o’clock? 
Is that agreeable ? 

Does that suit you, Senator Holland? 

Senator Hotianp, Yes. 

Senator Scorr. We will now adjourn until that time. 


(At 12:05 p. m. the subcommittee recessed until 2 p. m. of the 
same day.) 


AFTERNOON SESSION 


Senator Scorr (presiding). The hearing will come to order. 
Mr. White, suppose we go ahead. 
We will take up the tobacco situation first, 
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Mr. Wuire. Mr. Chairman, the situation with respect to tobacco 
is substantially different than the situation with respect to wheat. 
that we discussed this morning and to cotton that we discussed a 
few days ago. 

In the case of tobacco there has been a rising consumer demand 
throughout the world for tobacco. 

There is an increase in the use of tobacco among the population. 
And there is a tendency toward increased consumption of tobacco 
in the form of increased use of cigarettes. 

The result has been an expanded production of tobacco and an 
expanding world trade in tobacco. 

Tobacco production has expanded in the United States about 50 
percent as compared to prewar. 

The increase in tobbacco production overseas, on the average, has 
been more moderate, something like 15 or 16 percent, but quite variable 
between countries, and variable between types of tobacco. 

Senator Scorr. The yield per acre has gone up, I expect as great 
or greater than has the acreage? 

Mr. Wurre. That is true. The 50 percent increase in production 
of tobacco in the United States that I referred to is accounted for in 
a substantial way through increases in yields. 

The shift in types of tobacco due to consumptive uses has been 
toward the fine-cured tobacco for the manufacture of cigarettes, 
and less in the fire-cured and air-cured tobaccos that were previously 
used in vei amounts for chewing tobacco, pipe smoking, and 
for snuff. 

The consumption of tobacco shows some tendency of leveling off 
from the rather steep increases in consumption in recent years. 

Tobacco imports by consuming countries has been influenced sig- 
nificantly by the availability of foreign exchange for the purchase 
of tobacco. And tobacco like cotton, is dependent almost entirely 
upon an effective consumer demand. 

The product is merchandised and manufactured and sold under a 
profit system. And unlike some of the foods, it is not a subsidized 
item by Government. And the use of it is dependent upon the ability 
of the consumer to pay and the consumer’s desire for tobacco. 

Consequently, one of the important factors governing the effective 
export demand for tobacco is the ability of the foreign exchange 
necessary to meet the consumer demand, 

The consumer demand postwar has tended to be stronger than the 
availability of foreign exchange to buy the tobacco to meet the de- 
mand. 

And in the first years after the war, the first 5 years, that was a 
flourishing black market in American-type cigarettes. 

With the improvement in the Sotaign-oxdahed situation in most 


of the importing countries, the black-market operations have largely 
disappeared, and American exports of tobacco have equaled or ex- 
ceeded prewar exports. 

The governments of the importing countries a, try to favor 


allocating foreign exchange for tobacco, even though it is generally 
considered low the list of essential imports of agricultural commodi- 
ties, such as foods, that is, certain foods, but one of the main inter- 
ests that the consuming governments have is the desire to realize the 
tax revenues that are generated by the sale of the tobacco. 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 311 


Failing to import tobacco restricts, of course, the sale and consump- 
tion, and in that way it restricts the revenues. ; 

For that reason the importing countries have shown desires to im- 
port tobacco. ee 

Also, to satisfy the habits that tobacco creates, which is interpreted 
often to mean increased productivity in industrial plants through 
better satisfied workers. 

It is for those two reasons that governments in countries that need 
to import tobacco show a rather unusual interest in importing it when 
foreign exchange is scarce, even though at the same time they need 
to import essential industrial goods and essential foods and fibers 
necessary to stabilize the cost of living of the people. 

Senator Scuorprey. I would like to ask one question here, Mr. 
Chairman. 

What is your experience with American tobacco ear} in regard 
to quality and bee: as compared to the price of tobacco in some of 
the importing countries with reference to the like type and grade? 

Is it higher than the American price or is it lower than the American 
price of tobacco for good grades of tobacco, or comparable grades? 

Mr. Wuite. I do not believe we have data at hand, Senator Schoep- 
pel, to answer the question specifically. We do know that there are 
variations of prices within the years and by markets. 

We have met in the foreign-aid programs the keenest competition 
with Turkey and Greece, in exporting to Germany in particular and 
elsewhere in Europe. 

Senator Scuorpret, I am thinking largely of the European import 
market, our export market into those countries. 

Mr. Wuitr. My memory is that in the years in which we were 
supplying through the foreign-aid programs large quantities of to- 
bacco, both Greek and Turkish tobaccos were priced about competi- 
tively. 

The situation there was that prior to the war a large proportion 
of the tobacco in the cigarettes on the continent of Europe were of 
the Turkish, Greek varieties and blends. 

The taste for cigarettes changed to a certain extent in Europe dur- 
ing and immediately following the war, partly and possibly due to 
the availability of American cigarettes through the troops. There 
was a decided increase in the demand and tastes for American 
blends. There was a demand on the part of the consumer for the 
manufacture on the continent of cigarettes that had a higher propor- 
tion of American tobacco than previous to the prewar period. 

That is what created such a genuine concern on the part of Turkey 
and Greece, and threatened their ability to hold the Western European 
market. 

Because of the expanding nature of the market it has afforded a 
very substantial relief for excessive stocks in those two countries. 

The export of tobacco from Turkey, for example, in the prewar 
averaged about 78 million pounds a year as compared to 148 million 
pounds in 1953, the last year for which I have information. 

And the exports of tobacco from Greece increased from about 98 
million pounds during the prewar period 1935-39 to about 108 million 
pounds in 1953. 
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The total imports in some countries have been significantly up, such 
as in the United Kingdom, from an average of 258 million pounds in 
1935-39, to 316 million pounds in 1953. 

Tobacco illustrates a situation of an expanding market and an ex- 
panding production to meet the market and an expanding world trade 
and a trade that thrives best when there is a fair amount of foreign 
exchange available for the purchase of tobacco. There is a tendency 
to increase the production of flue-cured tobacco in other parts of the 
world, and somewhat as displacement of other types of tobacco. 

The production of flue-cured tobacco has increased nearly 3 times 
in the past 15 years. It has noticeably and particularly been true in 
Rhodesia, an area adapted to the production of flue-cured tobacco. 

Senator Scuorrret, That is used mostly for cigarettes? 

Mr. Wuirte. Yes, sir. 

Senator ScHonrreL. What do you say about pipe tobacco? For in- 
stance—take burley tobacco—is not most of that used for pipe smok- 
ing—a considerable amount of it for pipe smoking ? 

Mr. Wuite. That is customary use of burley tobacco, as other 
air-cured tobaccos. 

Senator Scuorrren. What is the history of that with reference to 
the consuming areas over in Europe and other places? 

Mr. Wuire. There are two effects on the use of burley tobacco 
and similar types of tobacco that has developed in the past 15 years. 

There is a lessened demand for P'pe tobacco, for plug tobacco, and 
for snuff, and a growing demand for cigarettes. That is the pro- 
nounced change. 

The declining need for burley tobacco for manufacture in these uses 
has a depressive effect on the burley situation. 

To some extent burley tobacco is used in a blend in cigarettes, and to 
that extent there has been an additional use, but the net total is down. 

The exports from the United States of burley tobacco has increased 
about 3 times over in the past 15 years, but the amount is still rela- 
tively small and considering the big drop in the other uses just named 
has meant considerable pressures have been put upon stocks and pro- 
duction in the United States, 

Senator Scorr. Rhodesia tobacco does not have the flavor that the 
trade desires. They would rather have ours, or is that propaganda on 
our part, that is, as to our tobacco? I know that we spread it. 

Mr. Wuire. I cannot answer that technically, Mr. Chairman. 

Senator Scorr. Do you have any information in your statistics any- 
where indicating that all of this propaganda about lung cancer has 
had any effect on the use of cigarettes? 

Mr. Wurre. I have no technical information on that that would 
have a direct bearing on that. 

Senator Scorr. That is propaganda, too, is it not? 

Mr. Wurre. I have no information. I know what you speak ‘about. 

With respect to the quality of tobacco in Rhodesia I am of the 
opinion that it is fairly acceptable in Europe for flue-cured tobacco, 

e taste, the aroma, and so on, may be somewhat different, ora little 
different to the American tobacco, but so far as acceptibility is con- 
cerned I think it is a reasonably good substitute. 

Senator Scorr. As to this burley tobacco we have been talking about, 
we have not had any difficulty with moving $30 million of it that got 
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sold to England. Their contentions are about the shipping in Ameri- 
can ships or in English ships. Are you familiar with that part of it? 

Mr. Wurre. I am reasonably familiar with that. You speak of that 
which has reference to title 1 of Public Law 480. That is adminis- 
tered mainly by the Department of Agriculture, but the Foreign Oper- 
ations Administration has participated in the administration. I am 
familiar from that standpoint. 

Senator Scorr. That is another case along the lines we have been 
discussing. If you just make a little modification in our regulations 
we will move that tobacco. 

Mr. Wurre. The provisions of the so-called Butler bill required the 
shipment of at least 50 percent in American bottoms and as construed 
in an opinion of the Attorney General is applicable to Public Law 480. 

The British object to this position. It is hindering—lI think that is 
agreed—the movement of surplus commodities under that title to that 
country. 

Senator Scorr. Who is going to bluff who out in this thing? 

Mr. Wurre. That is a question that I could not answer. The British 
Government gives all indications that they do not intend to yield. 
They would like to have the tobacco. 

Senator Scorr. And we would like to get rid of it. 

Mr. Wunte. That is my understanding. 

Mr. Tuompson. Under the provisions of the Butler bill we do not 
have any choice, do we—there is no possibility of our backing out or 
being bluffed out ? 

Mr. Wurre. I am not quite sure what is meant by the phrase as to 
who gives ground first, but this is a legal requirement I mentioned on 
our side, so construed by the Attorney General. I do not know how 
that might eventually work out. 

Considerable amounts of tobacco have been financed by the Foreign 
Operations Administration and its successor agencies since 1948— 
more in the earlier years when foreign exchange was scarce than in 
recent years. ing the period of April 3, 1948, to the present date, 
$505 million worth of tobacco has been so financed. 

= vast majority of it going to Europe—$461 million out of that 
total. 

Senator Scuorrret. That generally has been a pretty successful 
operation, has it not? Has there been very much, if any, loss on that 
in dollars and cents? I know that some of it was fitted into the pro- 
grams—was practically given away. 

Mr. Wurire. Well, in the case of tobacco, as in the case of wheat 
which we discussed this morning, Senator, and cotton, also, and the 
other crops, they were sold at the going price, and the local currency 
was deposited into a special account. 

I believe, Mr. Chairman, that this summarizes the general remarks 
that I would care to make at this time. 

I have a member of my staff here who is more technically familiar 
with some of the aspects of tobacco than I am. He is available to 
answer any particular questions that you may have or will try to do so. 

Senator Scorr. They are having some discussions in the House 
Agriculture Committee which the tobacco folks on the Senate were 
supposed to attempt to hear. 

t is very easy to see the British viewpoint. They have those ships 
lying idle all over. Naturally, they want to keep them moving, and to 
60149—55—pt. 23 
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roove stuff that they are buying from us. You can see that they have 
a point. 

fr. Wutre. It is a matter of principle, too. They feel like they 
are setting a precedent and they are not sure what it would mean 
officially to them. 

Senator Scorr. Somewhere along there it looks like we ought to get 
together on that thing and move that tobacco. 

Mr. Wurre. If it were not a legal requirement I would assume that 
we would have no difficulty. é 

Senator Scorr. Do you have anything further, Senator Schoeppel? 

Senator ScHorrret. No; I have no further questions. I will check 
the transcript of the proceedings this morning. I am sorry that I 
was not able to be here. 

Senator Scorr. You are interested in soybeans; are you not? 

Senator Scnorrret. A little. I would like to know something of 
what the situation is there. 

Senator Scorr. You can go into that at this time. Senator Young 
asked especially to be here when we got on dairying. He is now on 
something else. 

Senator Scnorrret, Do you have information available for us on the 
soybean situation ? 

Mr. Wuire. I have some information available, Senator Schoeppel. 

Senator ScHorpret. I would like to go into that now if it is all right 
with the chairman while we are waiting for Senator Young and 
Senator Eastland. 

Mr. Wuirte. To the extent that butter is a part of the dairy prob- 
lem, we are talking about it as a part of a fats and oil problem when 
we talk about soybeans. 

Senator Scuorrret. I was going to remark on that. That would 
tie back over into it from the standpoint of the oil situation. If 

ou think best, maybe we had better wait until Senator Young gets 
Sire: I will leave it up to your good judgment, however. 

Senator Scorr. I think that we could go ahead and Senator Young 
can review it further by asking him further questions. 

Mr. Wuirer. I assume that it is desired that soybeans be discussed 
oe and apart of other vegetable oil seeds as well as animal 

ats. 

On that assumption we will talk strictly of the United States and 
other world production of soybeans. 

It can be later related to the total picture. 

Senator ScHoEPreL. Yes. 

Mr. White. The production of soybeans. in the United States has 
increased significantly from the prewar up to the present time. The 
production since 1950, however, i tended to level off at just under 
300 million bushels a year until the past year when there were sub- 
stantial reductions in the acreage of corn and wheat under the farm 
program and resulted in an increase in the production of soy beans 
to about 340 million bushels. 

Soybeans are used primarily for consumption in the United States 
to meet a growing demand for fats, and they have met the very large 
op needs for fats into the United States that existed prior to the 

ast war. . 

The increased production of soybeans has also meant an increased 

production of protein feeds which have met a ready market in the 
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United States to meet the feed requirements for increasing numbers 
of livestock. : 

Senator Scorr. That is a good subject, cottonseed meal, too. 

Mr. Wurre. It is competitive use for cottonseed meal. The oil is 
a competitive use for cottonseed oil in the manufacture of margarine 
for human consumption. ; 

The exports of soybeans from the United States is not large, but is 
larger than it was in earlier years. Di 

In the prewar period, 1935-39, only about 5 million bushels of soy- 
beans were exported from the United States each year. coy. 

Since 1950 exports have been more on the order of 20 to 25 million 
bushels. And in the last year or two have been still larger. 

In 1953, for example, about 43 million bushels. 

Senator Scuorrret. What countries largely import them from this 
country ? 

Mr. Wurre, Western Europe and the Orient are the greatest market 
for soybeans. Germany is one of the greatest in Europe. 

Senator Scnorrret. That is our best customer in Europe? 

Mr. Wurre. That is true. . 

American soybeans are in competition with other vegetable oil- 
seeds in meeting Western European fat requirements and particularly 
in competition with soybeans from Manchuria, when soybeans are 
available for export from Manchuria. 

Otherwise, they are in competition with other fats such as copra, 
palm oilseed, and other edible vegetable-oil fats. 

The Western European nations have shown a much stronger inter- 
est in importing soybeans than in importing soybean oil. That is due 
to two reasons: 

1. They have the manufacturing industry that from their stand- 
point needs to be kept active and employed, the crushing industry. 

2. They get the benefit of the protein feed which is a desirable addi- 
tion to their livestock feed ration. 

So from those two standpoints there is a much keener interest on 
the part of European importers to import soybeans than the oil. 

ere has been a time when soybeans were difficult to buy in the 
United States for export to Europe and at the same time soybean oil 
was quite freely available here. 

Exports of soybean oil from the United States have increased from 
about 3,000 tons a year during the prewar period 1935-39, to 150 
to 200 thousand tons in the years 1949-52 or 1953, the last years for 
which I have figures available. 

There is some tendency as you would suspect that when soybeans 
are freely available for export there is less demand for soybean oil 
for export and vice versa. 
ae “ee soybeans are scarce there is some greater demand for soy- 

an oO 

The demand for soybean oil is also the same demand for cotton- 
seed oil. They are easily substitutable, although there are some slight 
differences in taste and in food habiis, that are recognized by foreign 
im 


e great expansion in soybeans in the United States has perha 
served a very useful picture in total world supply of fats and oils. 
There has been a decline in the production of some of the other vege- 
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table oilseeds, and considering that the world supply situation since 
prewar on fats and oils has been at times slightly in balance and now 
on a worldwide basis reasonably well in balance with the supplies just 
getting a little bit on the easy side. Had it not been for the large 
increase in oilseed production in the United States and had the United 
States continued to demand imports of fats and oils from the outside 
world as in the prewar period there would likely have been an acute 
shortage in fats and oils throughout the world in the past 10 years. 

The world production of fats from these various oilseeds are as 
follows for the year 1950 as compared to the prewar period 1935-39, 
The increase in production of fat from soybeans has been about a 60- 
percent increase, from a million and quarter tons to nearly 2 million 
tons. 

mc has been an increase also in sunflower seed, but the totals are 
much jess. 

There has been a 25-percent increase in peanuts. 

There has been a 12-percent increase in cottonseed oil, from 1,500,000 
to 1,750,000 tons, roughly. 

There has been a decline in olive oil the past year. 

And there has been a decline in some of the industrial oils. And 
much smaller increases in some of the main vegetable-oil-producing 
crops ; for example, copra or cocoanut oil. 

ne of the largest single sources of vegetable oil is the latter. That 
has remained about stationary. 

And with the world po slption more than 10 percent larger than 
prewar, as I stated a while ago, had it not been for the increase in 


soybeans, and to a smaller extent in other oilseed oe there would 


have been a world shortage much greater than there has been in the 
past 5 years, of fats and oils as a group. 

Senator Scuorrrer. What is your present exportable surplus, just 
an estimate, of soybeans and such at the present time? 

Mr. Wuire. That is a question that I think would depend almost 
altogether on the price of the soybeans. The crushing industry in 
the United States is about adequate to take care of the production. It 
would depend upon the price for export as compared to the domestic 
price, as to whether the soybeans would be crushed here or shipped 
overseas for crushing. 

There is a support price on soybeans. 

Senator Scuorpre.. That is right. 

Mr. Wurre. And they have been selling in the United States at 
above the support level. They have not been declared a surplus 
commodity by the Department of Agriculture under either Public 
Law 480 or under section 402 of the foreign-aid program. 

Senator Scnozrrret. Of course, as we know, there is a great tend- 
ency, as we cut the soneene on wheat and cut the acreage on cotton 
further, that people in the areas where they raise them, turn to 
soybeans. The same thing holds true in the corn areas. Is that not 
true ¢ 

Mr. Wurre. That is correct. The great gain in oilseed production 
is the shift from the cereals to soybeans—the shift from cotton to 
soybeans may not change the production of vegetable oils. 

There is a shift in the Mississippi Valley and to some extent in 
areas like North Carolina, but the yield per acre from cottonseed in 
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some areas is higher than the same land planted to soybeans in terms 
of oil production, but the big increases come from shifting from corn 
and wheat, from cereals into soybeans. 

Stocks of soybean oils are not large. There has been no inmpor- 
tant accumulation of soybean oil in the United States. There has 
been a fairly large accumulation of cottonseed oil, but that has nwved 
down considerably in recent months. 

Exports of cottonseed oil increased from 25,000 metric tons, 1952, 
to 181,000 tons in 1953, for example. 

The domestic consumption of soybean oil has increased noticeably 
since 1949-50, from a level of around seven or eight hundred thou- 
sand tons to just over 1 million tons. There was not a similar upward 
trend in consumption of cottonseed oil in the United States; in fact, 
it was off somewhat. 

Mr. THompson. Was that due to the fact that the soybeans cap- 
tured the market in the way of price or because of quality? 

Mr. Waite. It was not betiase of quality. There was a support 
program on cottonseed and on soybeans, and the relative levels of 
support has an influence on consumer demands for the product, each 
being an acceptable product in the form of margarine. 

Mr. Tuompson, I believe that was adjusted last year. 

Mr. Wurrer. I believe the Department of Agriculture did make 
some adjustment last year in those price relationships. 

I believe that summarizes the general remarks that I have to make 
at this time on soybeans purely from a United States point of view. 

Senator Scorr. I believe you covered everything except dairy prod- 
ucts, now, have you not ? 


Mr. Wnuirr. From a fat standpoint it would be butter. We have 
not discussed cheese or other dairy products. 
Senator Scorr. If you do not mind suppose we just go ahead with 


that, rather than hold you up. Senator Young may not get back 
here at all. He may be tied up. 

Mr. Tompson. I think that he must have been held up, because he 
was called twice regarding this hearing. 

Mr. Wurre. The Foreign Operations Administration has not en- 
gaged in the financing for export of butter except to a very small 
extent. 

Butter is produced in large amounts in Western European coun- 
tries, and is consumed in very small amounts in the Orient. It is not 
a standard item of the diet there to the extent that it is in Western 
Europe. And there has not been the expressed demand from the con- 
suming countries for butter as there have been for soy beans and for 
crops like wheat and cotton and tobacco, which we have discussed. 

The production of butter in the important butter producing coun- 
tries of the world has tended to increase during the past 15 years, the 
increase being roughly 10 percent. 

Production in the United States has slightly declined. 

In Denmark the production has remained fairly stuble, but there 
has been some increase in butter production in France and a notable 
increase in butter in Germany and elsewhere in countries of lesser 
importance. 

utter is not an item normally exported from the United States. 
Before the war butter exports were negligible, and they have remained 
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negligible in the postwar period. The main butter exporting coun- 
tries are Denmark, Australia, and New Zealand, but the Netherlands, 
Sweden and Argentina have exported noticeable amounts. 

In the period since 1935-39, Danish exports of butter have declined 
slightly. But exports of butter from Australia have declined greatly, 
by as much as 50 percent. ; 

Senator ScHorrret. Why has that been—the price differential ? 

Mr. Waurrr. It is a diversion away from dairy production in Aus- 
tralia. 

Senator Scorr. What are they putting in there in the place of that, 
beef cattle? 

Mr. Wirtre. We do not have specific information on that, Senator 
Scott, as to what the alternative uses have been. 

There has been an upward trend in the exports of butter from New 
Zealand by some 10 or 15 percent. There is an expanding dairy in- 
dustry there. 

It is these countries that meet the butter import requirements of the 
world, the United States remaining almost altogether on a domestic 
consumption basis, 

I think that explains why there has been little if any demand for 
butter under the foreign-aid programs, 

Senator Scorr. What we have on hand in the way of butter—there 
has been so much said about it—there has been propaganda about what 
we have got—and yet, as I understand it, our Navy goes into these 
various ports and they are instructed not to load up with American 
dairy products but to get them from some of those countries. Is that 
not right? 

Mr. Wurre. I am not familiar with the Navy procurement regula- 
tions, Senator Scott. 

Senator Scorr. That is my understanding. We have products 
stored in those places, and yet when the Navy loads up somewhere 
they have to buy from the countries they are at. 

Mr. Wuire. Butter production throughout the world does not seem 
to be increasing, in fact, compared to prewar periods 1935-39, it seems 
to have declined moderately on a total basis. 

The butter stocks in the United States as is commonly known have 
built up noticeably, but total stocks of fats and oils in the United 
States have not built up appreciably over the prewar period. 

Senator Scorr. There certainly has been a lot of propaganda to the 
effect that we have got butter running out of our ears. ' 

Mr. Wurre. Butter stocks have built up in the last past 4 or 5 
years. On a fat content basis from about, say, about 56,000 tons in 
1949, to 177,000 tons in 1954. 

The large stocks in 1954 were a little smaller than prewar, Cotton- 
seed oil stocks were much larger. Soybean oil stocks were about the 
same. Flaxseed oil much less. Tallow and grease less. So the to- 
tals were about the same—about 1 million metric tons prewar and also 
the same amount in 1954. 

Senator Scorr. Do you have any figures on cheese in these reports? 

Mr. Wurre. I have very little information on cheese. I can discuss 
briefly, for the benefit of the committee, the extent to which cheese 
has entered into the foreign-aid program. 

During the period, April 3, 1948, to the present time, Forei 
Operations Administration and the predecessor organizations, fi- 
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nanced for export $65 million worth of cheese. Most of that was in 
the first year’s program, 1948-49. There has been little demand for 
cheese since that time. 

Cheese is a dairy item that enters into export trade to a fair extent. 
The United States is an importer of cheese from Europe. And some 
of the European countries, particularly Denmark and the Nether- 
lands and Italy have tried to develop a special market in the United 
States for their type of cheese. 

I do not believe we are prepared to discuss the cheese situation from 
a broad and comprehensive standpoint as we might do with respect 
to the fats, that is, the animal fats and the oil seeds. 

Mr. Tuompson. Have cheese and butter or either been declared sur- 
ylus, so far as the FOA program is concerned and as far as Public 
toa 480 is concerned ? 

Mr. Wurre. They are not a surplus item under Public Law 480. 
We have had no need to request the Secretary to make a finding 
whether cheese would be Saaiien under the terms of our foreign-ai 
legislation because we have had no demand for it. We have had no 
opportunity to raise the question. 

Mr. Tuomrson. But butter is? 

Mr. Wuire. Butter is a surplus commodity. We have financed a 
small amount of butter, less than $10 million worth of butter, for 
export. 

We have tried to encourage the United Kingdom to take some 
butter much along the same lines as we discussed this morning about 
grapefruit, but without any significant results. 

Mr. Txuomrson. To determine the effects in that sort of thing in 
foreign markets, it is the same thing that you have here in the United 
States: margarine from your cottonseed and soy bean oils is compar- 
able, so far as customer preference is concerned, with butter. And the 
difference in price is the thing that is discouraging the use of butter. 

Mr. Wurre. The American price is one important factor. 

Another important factor is the desire of the United Kingdom not 
to disturb their trade with other areas where they are able to sell 
British goods in payment for butter. 

Then too, there is a rising production of butter in the United King- 
dom, I believe, but that is not very important. 

Last year, the United Kingdom visualized an increase in consump- 
tion of butter by removing it from restrictive controls on consump- 
tion, but instead of butter consumption going up it leveled off and 
prices began to decline. 

That concludes what I have to say, Mr. Chairman, on both butter 
and cheese, unless there are special questions on the subject. 

= JOOS Does dry milk come into your program on dairy 
products 

Mr. Wurte. We have had some experience in the financing for ex- 
port of dried and evaporated milk. The largest movement however 
of dried milk is under programs administered by the Department of 
Agriculture wherein the stocks are made available free of charge to 
vountary relief agencies for export for distribution overseas to re- 

cipients free of charge. 

There have been some times when dried milk or evaporated milk has 
been financed under foreign-aid programs. 
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Since April 3, 1948, to the present time there has been approxi- 
mately $51 million worth of dried and evaporated milk financed by 
Foreign Operations Administration and the predecessor organiza- 
tions. By far the largest amount was in the first year 1948-49. 

There has been, however, a continuing small demand for export 
of milk each year and on the order of one to five million dollars a year. 

Senator Scnorpre,. Where does that go? 

Mr. Wurre. Most of the $51 million worth of milk went to Europe 
where there is an acquired taste and demand for it; $43 million went 
to Europe ; $2 million went to the Far East. 

And I do not have the destinations on the remaining $5 million. It 
is scattered with significant quantities going to Greece and Formosa. 

The dried milk is typical of a commodity that is difficult to intro- 
duce, but is an excellent food item when accepted by the consumer. 

In countries like Western Europe where dairy production is reason- 
ably high, there is a preference for fresh milk as there is here. And 
they have the capacity to manufacture dried milk as well to meet their 
consumption needs. 

The greatest use of dried milk is in the areas of the world where the 

eople are seriously deficient in the diet in animal proteins. That 
includes the countries just to the south of us, in Latin America and 
also Asia, the Middle East and Africa. 

To get people accustomed to drinking milk is quite a problem. 
There is often a small production of milk from the work cow or the 
work buffalo that is restricted to infant feeding or to hospital feed- 
ing or something of the sort, but after the infants get large enough 
to consume solid foods they lose the taste for the milk because they do 
not have the availability of milk, and they lose the taste for it and es- 
tablish an entirely different consumption habit for foods. 

We discussed this morning how in some cases people developed habits 
for rice that was difficult to penetrate with wheat as a substitute food 
and vice versa, to some extent. 

Senator Scorr. Are you familiar with the CARE program—are 
they getting anywhere with that? It isa sort of a giveaway program, 
is it not? 

Mr. Wurtrr. T am familiar with onlv some aspects of the CARE 
program. The organization of CARE has particinated in some 
special programs that have been administered by the Foreign Opera- 
tions Administration. And furthermore, the Office of the Assistant 
Director for Refugees, Migration and Voluntary Assistance which 
encomnasses the work of voluntary agencies in Foreign Operations 
Administration, disburses the freight funds to CARE and the other 
voluntarv agencies to pay the ocean freight on the foods made avail- 
able to those agencies free of charge by the Department of Agricul- 
ture under separate legislation. And, in that way, we know some- 
thing of the extent and the scope of the operations; and where we 
have dealt with the organization on special and particular programs, 
we know something about their method of operation. 

Thev do distribute free of charve a food package; generally, a very 
acceptable fond nackage: very well organized to supplement the foods 
that are available in those nlaces, and foods that are acceptable to the 
hahits and the customs and the tastes of the people. 

They are made available free of charee, so far as we know in all 
programs we have had with CARE. Our experience has been that 
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they have been distributed to the needy and worthy families who ap- 
preciated the gift. TH ae hi 

I notice, I believe, that that organization is going to appear before 
this committee and testify and can do so more factually with respect 
to their operations. feds ; 

Mr. Tuompson. Do you think there is any possibility through this 
program of breaking in with the sort of thing that you mentioned in 
Central America, that of developing or cultivating the taste of the 

ple for a product such as dried milk, or products of that kind where 
their habits of eating change—and is there an opportunity through 
this program to do an educational work? As an illustration, such 
as using cotton for bandages, mattresses and supplies of that kind in 
hospitals—something similar to the mattress program in this country 
several years back in an educational way by providing sanitary means 
that would create within those people a desire to use these products 
that they are not using at the persent time and would give us some 
future markets for our agricultural production, whether dairy prod- 
ucts, cotton, wheat, rice, or what ? 

Mr. Wurrte. I can discuss this question separately. First, the dairy 
products, and then the cotton. 

Mr. Tuompson. I gave you the illustration to make the question 

lain. 

f Mr. Wurre. There are more than 50 voluntary relief organizations 
registered with the American Government as acceptable charitable 
institutions engaging in foreign relief programs of which CARE is 
one of the principal ones, I feel that many of them, if not most or 
all of them, are doing effective work and developing consumer tastes 
for milk. They have not done much that I know of with respect to 
developing a market for cotton in the sense that you speak of, a 
special program aimed at creating a market for cotton goods. But 
with respect to milk, there are various ways of administering a pro- 
gram through institutions. 

There are a number of mother and child feeding programs that are 
progressing well. And to the satisfaction of all of the people in 
government who are concerned in and interested in the program. 

There is the opportunity of introducing milk into school lunch pro- 
grams. They rk the child up at an early age and develop the food 
pattern while he is establishing his nutritional habits and at a time 
when the child needs the animal protein to develop a healthy body. 

The Foreign Operations Administration has been giving special 
attention to the development of pilot operations of the school lunch 
type patterned after the American experience to see whether or not 
interested governments could undertake such programs and make 
them effective. 

Milk would be one important component of such a program. 

It is necessary, however, to exercise considerable precaution. It 
is a product that needs to be kept sanitary and a product that cannot 
be opened and exposed indefinitely to the atmosphere on account of 
caking and taking on various undesirable aspects. It is a product 
that has to be mixed with water; and the water needs to be clean, and 
the utensils need to be clean and there needs to be timeliness and sani- 
tation practices observed and if not observed it can easily turn into 
a wasteful program—into a program that scarcely anyone gets any 
benefit out of. 
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Therefore, in the administration of the program, it is one that 
requires some care and skill in carrying it out. 

With respect to the opportunity for expanding the cotton markets 
by such a similar program—a program similar to the mattress pro- 
zram in the United States—I mentioned a few days ago when I testi- 
fied before this committee the difficulty inherent in increasing cotton 
consumption because of the difference in the cost of the raw material 
and the cost of the finished product. However, some of that wide 
disparity can be met when there is a small hand industry in the home 
that can do spinning and weaving. And, in that way, convert the 
home labor to beneficial use. That situation exists in a few parts of 
the world toa small extent. 

The wide disparity can also be met by making cotton into mattresses 
where there is not much woven goods required as compared to clothing. 

We have been giving attention to a program that the CARE organ- 
ization has suggested as a pilot plant operation and that I mentioned 
in my testimony the other day before this committee. We referred 
to Boliva as a case in point. 

Bolivia as, some other countries, in the hospitals there, do not have 
enough beds and mattresses and sheets and towels and pillowcases 
to meet the requirements of the inpatients, and as a result sick patients 
are forced to sleep on the floor without the benefit of mattresses or 
sheets or towels or even gauze. And from a sanitary standpoint, and 
for reasons that the United States considers essential from a very 
broad viewpoint, we are considering such a program in Bolivia as a 
pilot operation and will know more about the outcome of it after 
it is carried out, if it is carried out. But it does not seem to offer 
widespread use throughout the world as an effective tool to increase 
the use of cotton. That is the way it seems, has seemed to use and 
does seem to us now. 

Senator Scorr. Are there any further questions? 

Senator Scuorrret. I have no further questions on this. Thank 
you. 

Mr. Txompson. I believe, Mr. White brought with him the charts, 
or the tables, that he used in providing us with information the other 
time when he appeared before the committee. These tables would 
provide the information in condensed form so that we would not have 
to search through the record. And I suggested, at Senator Eastland’s 
request, that he bring those tables eee particularly pertaining to 
cotton. It might be that some of this other information that he has 
in table form we would like to have inserted in the record, so that 
we would have access to this broad information, so much of which we 
have not discussed in detail. 

Senator Scorr. Do you have that with you? 

Mr. Wurre. I have the information with me that I had a few days 
ago when I discussed the cotton situation. I will be glad to make 
available anything that the committee desires for insertion into the 
record. I would be glad to review with the clerk of the committee, 
if you so desire, which tables you desire to select. 

nator Scuoerren. I think that is the way it ought to be handled, 
so that we could fit them into the proper sequence here in the pro- 
ceedings, where they would be the most illustrative. 
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Senator Scorr. If you and Mr. Thompson will get together on that, 
that will be ali right. 

Mr. Wurre. This refers to cotton ? 

Senator Scorr. Yes. 

Mr. Tuompson. This finishes the commodities on which we sched- 
uled hearings today. 

Senator Scuoerren. I will check the record to get as much of the 
picture as possible. This concludes your testimony this afternoon ? 

Mr. Wurre. That I understand. 

Senator Scorr. That concludes the testimony for today. We will 
adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 3:30 p. m., the committee adjourned, to reconvene 
at 10a. m., Thursday, March 10, 1955.) 
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THURSDAY, MARCH 10, 1955 


Unrrep Srates SENATE, 

SuBCOMMITTEE ON DisposAL or AGRICULTURAL SURPLUSES, 

OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 324, Senate Office Build- 
ing, pursuant to adjournment, Senator Spessard L. Holland, presiding. 

owt Senators Holland (presiding), Young, and Schoeppel. 

Also present : Sam Thompson, adviser to the subcommittee. 

Senator Hotzanp. The subcommittee will come to order. 

I understand that the representatives of the Department of Agri- 
culture are here this morning to be heard relative to surplus existing 
in other agricultural commodities than cotton, which have been cov- 
ered by their previous testimony. I will call Mr. Earl L. Butz, As- 
sistant Secretary of Agriculture as the first witness to go into the sub- 
ject as he may desire. 


STATEMENTS OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE; WILLIAM G. LODWICK, ADMINISTRATOR, FOR- 
EIGN AGRICULTURAL SERVICE; RAYMOND A. IOANES, ASSISTANT 
DIRECTOR, FOREIGN TRADE PROGRAMS DIVISION; ELMER W. 
HALLOWELL, CHIEF, TOBACCO ANALYSIS BRANCH; GUSTAVE 
BURMEISTER, ASSISTANT ADMINISTRATOR FOR MARKET DEVEL- 
OPMENT; E. G. BELL, DIRECTOR, GRAIN AND FEED DIVISION, 
FOREIGN AGRICULTURAL SERVICE; AND PRESTON RICHARDS, 
DEPUTY ADMINISTRATOR FOR PRICE SUPPORT, COMMODITY 
STABILIZATION SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Butz. Mr. Chairman, we appeared before this subcommittee 
some 2 weeks ago on a general discussion of surplus commodity dis- 
posal. It is our understanding you want to take up specific commodi- 
i this morning, and therefore we have with us Elmer W. Hal- 
owe 

Senator Hotzanp, Specific commodities other than cotton. It is 
my understanding that you have already specifically discussed cotton 
surplus, is that correct? 

r. Burz. Yes, sir, 

Senator Hotianp. So I understand that this morning you will dis- 
cuss any other surpluses which now exist in our agricultural economy, 
whether they are in the stocks of the Commodity Credit Corporation 
or elsewhere. Will you proceed as you desire? 


325 
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Mr. Butz. We have with us this 1orning, Mr. Chairman, our com- 
modity experts from the Foreign Agricultural Service in fruit, to- 
bacco, cotton, grain, dairy, and livestock. 

We have Mr. Richards who is the Assistant Administrator of the 
Commodity Stabilization Service, we have Mr. Lodwick who is the 
Administrator of the Foreign Agricultural Service, and Mr, Burmeis- 
ter, Assistant Administrator for Market Development, Foreign Agri- 
cultural Service; we have prepared brief statements summarizing the 
surplus situation with respect to the commodities we are considering 
this morning. 

If you wish, we can read them into the record one at a time and have 
what suggestions or discussion you would like. 

Senator Hotianp. Do you have a statement for yourself? 

Mr. Butz. No. 

ae Hotianp. Who is the first witness you would like to have 
called ? 

Mr. Burz. I can read these if you would like. 

Senator Hottanp. All right, sir. Do you have an extra copy? 

Mr. Burz. This is a very brief statement on the wheat situation. 

A continuation of high-level world wheat production, after larger 
crops had alleviated shortages prevailing in earlier postwar years, ool 
resulted in the accumulation of very large world supplies. In the 
principal exporting countries, that is, United States, Canada 
Argentina, and Australia, stocks at the beginning of 1955 totaled 
2,725 million bushels, a record for this date. One of the important 
developments in the international trade situation in recent years has 
been the “comeback” of Argentina as a major producer and exporter, 
and the increasing importance of several traditionally minor ex- 
porters. Production has also increased sharply in importing areas 
as trends develop to attain self-sufficiency in the production of foods. 

The relative position of the United States in the world wheat market 
has changed materially during the past two seasons. During the 7 
years ended June 1952, this country was the world’s largest exporter, 
averaged 417 million bushels per season, or 46 percent of the world’s 
total. However, over half of these shipments were under various 
aid programs. In 1953-54, United States rts of 217 million 
bushels represented only about one-fourth of the total trade, Our 
exports for 1954-55 are punning a little larger than last year, and it 
is now anticipated that they will amount to about 250 million bushels 
this season. 

The buildup of supplies in the United States has prompted this 
country to invoke control measures to reduce production. However 
other countries are not taking similar action. The world’s harvested 
wheat acreage, excluding the United States, increased from a post- 
war—1945-49—average of 329 million acres to 404 million in 1954. 
Under our adjustment program, the acreage harvested in the United 
States decreased from a million acres in the postwar period to 54 
million acres for the 1954 crop. 

Senator Hottanp. Where you speak of the world’s harvested wheat 
acreage, do you mean the free world or do you include also the wheat 
producing areas behind the Iron Curtain ? 

Mr. Betx. Those figures represent the estimated world total in- 
cluding Russia and China. 
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Senator Horzanp. Well, does it include the satellite countries such 
as Hungary, Poland, Rumania, and other countries that are producers 
of wheat ? 

Mr. Bei. Yes, it does include such countries, 

Senator Hotzianp. Then the 404 million acres of harvested wheat 
acreage in 1954 include the satellite Soviet countries and the acreage in 
Russia and in China, the principal Communist countries ? 

Mr. Bet. Yes, sir, the world’s total. These estimates include the 
U.S. S. R., which accounts for about one-half of the world’s increase 
referred to, and China where acreages have also increased in recent 
years. Important increases have also occurred in Europe, the world’s 
Jargest importing area, where the 1954 acreage was estimated at 72.4 
million acres compared with the postwar average of 66.1 million. As 
already mentioned acreages in the United States, under our adjust- 
ment program, decreased from a postwar average of 71 million acres 
to 54 million in 1954. 

Senator Hoxtzanp. As I recall the testimony yesterday of the FOA, 
it was to the effect that the surplus on hand at the end of this year 
would be about 1 billion bushels. 

Mr. Bett. I believe that is pretty close. The latest figure that we 
have published by the Department for the United States carryover is 
973 million bushels. 

Senator Hotzanp. Well, that does not all represent surplus then? 

Mr. Betz. No, that would be the total carryover. 

Senator Hotzanp. And how much of that would you say would 
represent surplus beyond the ordinary carryover figures? 

r. Bett. Well, that is a matter of judgment. There was a time 


back 20 years ago or more when we thought of our normal carryover 
as being about 125 million, but under present conditions I would think, 
as a matter of judgment, that a carryover of 400 or 500 million 
bushels would be a reasonable one—some may have other figures in 
mind. 

Senator Hortzanp. Well, if you used the 400 million-bushel carry- 


over as a fair statement of what should be carried over, then there 
wan be between 500 and 600 million bushels that would clearly be 
surplus. 

Mr.'Betu. Yes, sir. 

Senator Hottanp. How much of that is in the hands of the Com- 
modity Credit Corporation ? 

Mr. Butz. Well, at the present time as of February 23, the Com- 
modity Credit Corporation owned 656 million bushels of wheat and 
had under loan how much more—— 

Mr. Ricwarps. Under loan 425 million bushels. 

Senator Hortanp. Then it is fair to say that the Commodity Credit 
Corporation in its own stocks and in its loans has in hand prac- 
tically all of the normal carryover and all of the surplus of the Ameri- 
can wheat ? 

Mr. Butz. Has the equivalent of that. 

Senator Youne. There cannot be much in private hands then! 

Mr. Butz. Oh, yes. 

Mr. Ricwarps. Stocks under loans are still private. 

Senator Youne. You are including all the loans and purchase 
agreements in the one lump sum ? 
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Mr. Butz. Yes, sir, we have approximately 1,100 million, not quite, 
owned or under loan. 
Senator Younes. There is not much outside of these categories. 
Mr. Butz. You are right. 
Senator Scuorrrex. In other words, as Senator Young suggests, 
the Federal Government, een its agencies, has control of the 
here is not any question about it. 


wheat situation in this country. 

Mr. Butz. That is right. 

We have nearly all of it under our own control. 

Senator Hoxzanp. I will gladly yield to one of you gentlemen if 

ou want to go ahead. You understand the wheat situation much 
better than I do. I am just trying to bring out the facts here. 

Now according to your testimony, Mr. Secretary, the United States 
acreage in wheat has diminished from a 71 million acre harvest in 
the largest year since the war to 54 million for the 1954 crop. And 
at that same time, the world acreage outside the United States has 
been increasing instead of diminishing, is that correct? 

Mr Burz. Yes, sir, except that our sims harvested acreage since 
the war was 76 million acres in 1949. 

Senator Hottanp. My recollection is that the wheat acreage planted 
in 1953 was 78.5 million acres. I assume from this 71 million figure 
here that not nearly the whole amount planted was harvested in that 
year. 

Mr. Burz. In the postwar period 1945 to 1949 we had a 5 year aver- 
age of 71 million acres. 

Of course there is always some abandonment, winter killing and so 
on, but this is a 5-year average of 71 million. In some of the indi- 
vidual years the acreage was above that. 

Senator Hotianp. This is a 5-year average of the acreage harvested, 
not of the acreage planted. 

Mr. Butz. Yes, sir. 

Senator Hotianp. And the actual acreage harvested in 1954 was 
54 million. 

Mr. Burz. Yes. - 

Mr. Beut. That is right. 

Senator Hotitanp. Can you show for the record the production for 
1954 as compared with the use in 1954 and the eo carryover at 
the end of 1954 which should have been on hand ? 

Mr. Butz. Yes. 

Senator Hotianp. What was the actual production in 1954? 

Mr. Butz. The actual production in 1954 was 970 million bushels 
in the United States, 

Senator Hottanp. How does that compare with the amount con- 
sumed by the domestic market and the amount in export trade and 
the amount in a normal carryover? 

Mr. Bety. Well, the domestic disappearance for 1954-55 is esti- 
mated between 640 and 660 million bushels, and exports at 250 mil- 
lion. If we assume the domestic disappearance will be 650 and 
exports 250, that would amount to 900 million for domestic con- 
sumption and exports. 

Senator Hotianp. Then the amount remaining of 175 million 
bushels is less than what you have testified would be a normal carry- 
over if that year’s production stood on its own bottom without refer- 
ence to a large carryover prior to the beginning of that year. 
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Mr. Betz. Yes. In 1954, we produced 970 million bushels and we 
are using in this country and oy yee: a million this season. Thus, 
we are expecting to add about 70 million to the carryover. — 

Senator Hotzianv. But if that year’s production stood on its own 
bottom, that 60 million would be a good deal less than the normal 
carryover which would be a safe carryover for our Nation from year 
to year. a re 

Mr. Bewy. That is right. 

Mr. Butz. Except you must recognize that we went into the year 
with a carryover. j 

Senator Scuorpret. That is the point I was sure was going to be 
brought out. ; ; 

Senator Horianp. I was going to come to that. Then the fact is 
insofar as 1954 production is concerned, it was not a troublemaking 
factor in the general picture but the trouble comes from surplus 
credited prior to 1954,isthat correct? __ 

Mr. Butz. Yes, Senator, that is essentially correct. Our production 
in 1954 was 970 million bushels. The year before it was 1,169 million 
bushels. In 1952 it was 1,299 million bushels. 

Weentered the present season with a tremendous carryover. 

Senator Hotianp. Can you state for the record what progress is 
being made in view of the diminished production which you have 
stated took place in 1954? What progress has been made toward 
bringing the surplus into diminished volume? 

Mr. dame It now appears that our total carryover at the end of 
this marketing year on June 30 will of course be a record. We expect 
next year to have reduced that slightly with this stepped up rate of 
exports which is close to 250 million bushels. We anticipate in an- 
other year that this carryover will have been reduced as I recall b 
some 80 million bushels. I would like to check that with Mr. Richards 
as I am not quite sure. Do you have those figures on our anticipated 
carryover at the end of the next marketing year keeping production 
in check and based on average yields? 

Mr. Ricnarps. No; Ido not. 

Mr. Butz. A great deal depends on production of course. We expect 
at the end of this marketing year, June 30, to have a record carryover 
which will be ap yenduaately 75 million bushels, above last year. Am 
I correct in that? And then if we have average yield next year with 
the 55 million acre allotment we have for wheat under the existing 
program, and our domestic disappearance continues at least at the 
present rate and our exports at the 250 million bushel rate, we would 
anticipate a reduction in the next marketing year after this of some- 
thing like 70 million bushels. 

Senator Hortanp. When you said 80 million over, you mean 80 
million under, don’t you? Your surplus would be reduced 80 million. 

Mr. Butz. Next year but not this year. 

Mr. Ricrarps. I think it should be stated, Mr. Butz, that part of 
the activity toward increased exports under Public Law 480 and some 
of the others is reflected in the next crop year rather than in the pres- 
ent crop year, so there is at least a good possibility that exports in 
1955-56 will exceed 250 million bushels by a substantial margin. 

Senator Hortuanp. You expect a complete carryover of 975 million 
bushels at the end of this year? 


60149—55—pt. 2—4 
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Mr. Burz. Yes, te oy erent that. 

Senator Horianp. And you are hoping to reduce that carryover by 
about 60 million bushels at the end of 1955 production year? 

Mr. Burz. Assuming average yields we expect a reduction of that 
amount or slightly larger. 

Senator Hot.anp. In other words, that is your goal, that is your 
hope, and that is your expectation. 

{r. Burz. Based on the forecast of average yields and a modestly 
stepped up rate of exports. Now then if exports can be sete up 
increasingly in the next year under Public Law 480 and other pro- 
grams we could reduce that somewhat more. 

Senator Horianp. But as you now anticipate, you are hoping to 
have an entire carryover of a little under 900 million bushels by the 
end of this crop year? 

Mr. Burz. No. We expect carryover stocks on June 30, 1955, to be 
about 975 million bushels. 

Senator HotzaNnp. Do you have any nae for the bringing of 
a quicker solution of this problem than the program which you have 
just described, and which will cut down the carryover only about 
one-tenth ? 

Mr. Burz. Senator, I just left a conference of some of the top offi- 
cials of the Department of Agriculture to come to this hearing, where 
we discussed this very problem. We are trying to bring to bear on 
this, the best thought and best resources we have in the Department. 
It is one of the toughest problems we have in the Department of Agri- 
culture, as you gentlemen well know. It has many ramifications, 

If you have any pongo I certainly would be glad to have them. 

Senator Hotianp. You recognize, do you not, that a reduction, as 
shown in your testimony, of about one-fourth or a little more than 
one-fourth in the entire acreage of the average postwar years entails 
a very severe hardship on the producers? 

Mr. Butz. Yes, indeed. 

In most cases, however, they plant something else on those acres. 
It is a little difficult in the strictly wheat acres to do that. 

Senator Youna. If I may interrupt, one of the real problems we 
have in our area is that the average farmer does not have much of 
a wheat allotment. Now taking the small farmers, his alternative 
crops would ordinarily be oats, barley, rye, and flax. 

The support prices on oats, barley, and rye have been reduced from 
85 to 70 percent of parity. Flax, I think, is around that. The new 
price support has not been announced. 

Hog prices are very low. The wool program will be helpful. We 

roduce some sugar beets there with prices maintained at a good 
evel under the price-support perms There are no sugar acreage 
allotments for new farmers. Potatoes have had their ups and downs. 
We are producing surpluses now. 

Our problem is even more difficult than it is in much of the South. 
In the South you have at least 4 crops supported at 90 t of par- 
ity. That is tobacco, cotton, rice, and peanuts. Oftentimes the 
farmer can get two 90-percent-supported crops, whereas the farmer 
in my area cannot get a single crop any more supported at 90 percent 
of parity. There is not much other production that he can switch to 
that would be profitable at the present time. 
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Mr. Burz. Senator, I think it should be pointed out that in the 
case of cotton likewise it has been necessary to curtail production so 
that the cotton farmer has some of the same problems that the wheat 
farmer has. 2 : 

Senator Youna. Their cuts are even tougher than wheat, I think. 

Mr. Butz. Yes. There is this difference, though. In many of the 
cotton areas they have more alternatives than you have in some of 
the strictly wheat-producing areas in the Northwest where alternatives 
tend to be limited. 

Senator Youne. Mr. Chairman, I will have to leave shortly. I am 
awfully sorry but my colleague, Senator Langer, has arranged a meet- 
ing which he thinks is very important that I attend. 

Senate Hoiianp. eee you take over as long as you can stay 
here, because I much prefer that. 

Senator Younae. I thank you. The problem of wheat is just as 
difficult as cotton, if not moreso. Isn’t it a fact that all of the countries 
you have listed here in your statement, the United States, Canada, 
Argentina, and Australia, plus additional countries of France, Ger- 
many, Turkey, and Japan, every single one of them have a price-sup- 
port program whereby they maintain a much higher price for domestic 
consumption than they do for foreign exports? Isn’t that true of 
every single one of these countries ? 

Mr. Burmeister. That is approximately true; Canada and Austra- 
lia do not. 

Senator Youne. Australia in the last year has adopted a new pro- 
gram. Their export price of $1.40 a bushel and their domestic price 
is somewhat higher, around $1.60, I believe. Canada has had a 
two-price system for years under their wheat pool. 

That is just in the last year. 

Mr. Burmetster. Our information relating to prices in the three 
major competitive countries is as follows : 


CANADA 


The initial price paid to producers in Canada for No. 2 Northern 
wheat, basis in store Fort William-Port Arthur, is $1.37 per bushel. 
Additional payments made to growers depend upon the difference 
between the initial payment and prices at which wheat is sold during 
the season. The Canadian domestic and IWA export prices are now 
identical, that is, about $1.75 (United States currency) per bushel, 
No. 2 Northern at Fort William-Port Arthur. The Fenians also 
quote a non-IWA export price which also is now identical with the 
IWA price. However, the latter price may not necessarily be in 
agreement with the former. For example, it was higher several years 
ago, when world prices were above the [WA maximum. 


AUSTRALIA 


Australia, like Canada, makes an advance payment to growers, with 
the first advance this year being $1.19 per bushel for bagged grain. 
Growers get additional payments depending upon the difference be- 
tween this first advance payment and net prices at which wheat is 
sold, but are guaranteed $1.41 per bushel this year. Prices for domes- 
tic use are about $1.58 per bushel and those for export about $1.62. 
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Z ARGENTINA 


Argentina’s guaranteed price to producers this year is $2.72 per 
bushel, delivered at ports. ar price to ee is now about 
$1.63 per bushel, f. 0. b. ports. The price for local milling is fixed 
by the Government with the most recent quotation available to the 
department being about $3 per bushel. 

{r. Butz. Of course, we do the same thing here, too, Senator. 

Senator Youne. We have a two-price system under the Interna- 
tional Wheat Agreement, and that is one of the main things that has 
been under discussion here. Do we have to go for that kind of a pro- 
gram for cotton? I think if the cotton industry in this country is 
going to survive, it may have fo do it. 

Mr. Butz. Of course this year, Senator, I understand that the 
American cotton trade is exporting some 41% million bales of cotton at 
competitive prices; so that the trade itself this year is moving a very 
substantial quantity of cotton into export trade. 

Senator Youne. That is a considerable amount. 

Mr. Butz. I think it is a considerable amount. 

Senator Youna. But even at that, the cotton farmer is subjected 
to, I think, even a little more severe cut in acreage than the wheat 
farmer. And he may have to continue with that severe cut for sev- 
eral years to come unless we can find a way of exporting more cotton. 
And, of course I think the cotton farmer has a more difficult situation 
in that production in many foreign countries has been increased more 
by United States capital and United States know-how, like in Mex- 
ico, for example. Foreign cotton production has been increased at 
the rate of about 2 million bales a year since the Korean war. That 
is an alarming situation. And these are two of the crops, wheat and 
cotton, aren’t they, that are most needed in time of war. Do you 
know of any crop that is more in demand in time of war? 

Mr. Butz. These are very critical crops, sir. 

Senator Younc. When we get in war we are not able to maintain 
production at the rate that is needed. 

Mr. Burz. You can maintain the production but the demand goes 
up so much in time of war. 

Senator Younes. Dr. Butz, why does the Department continue to 
maintain a lower price support for the wheat in so-called noncom- 
mercial areas than they do in the commercial areas? 

Mr. Burz. It is not my impression that we have a lower price sup- 
port in the noncommercial areas. 

Senator Youne. Maryland is a noncommercial area, is it not? 

Mr. Burz. Yes. It is based on the historical and geographical 
variation in price. Historically, the price of wheat in that area is 
higher than it is in a commercial area. 

Can you discuss that difference, Mr. Richards? 

Mr. Ricwarps. In the case of corn, Senator Young, you will recall 
a provision of the law that in the noncommercial area the price sup- 
port is 75 percent of the support in the commercial area, but I am not 
certain whether the law provides any such differential for wheat. 

Senator Youns. I think it does apply to the noncommercial areas 
which we have established for wheat, but my question is Why do you 
maintain a higher price support for wheat in States that produce 
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inferior qualities that are not in very much demand, than you do for, 
say, duram wheat in my State that has been selling for $3.50 to $4.50 
a bushel ? 

Why do you support the price of wheat in Maryland at a higher 
rate than you do duram wheat that is selling up to $4.50 a bushel ? 

Mr. Ricuarps. What we have tried to do, Senator Young, is take 
the historic market differentials. Of course, I may say that in every 
area people think they produce the best wheat. 

Senator Youne. The price support is not established as to quality 
at all, is it? 

You give no recognition whatever to quality, do you? 

Mr. RicwarpDs. That is right. 

Senator Youne. Why don’t you give recognition to quality? Be- 
cause if you don’t you continue to build up great stocks of wheat that 
has little demand and you have a shortage right now; isn’t it a fact 
that you have a shortage right now of durum wheat? 

Mr. Ricwarps. That is right. 

Senator Youne. Don’t you have a shortage of high protein spring 
wheat and winter wheat as produced in Kansas and up through that 
area ¢ 

Mr. Ricwarps. There are some areas where it is a little short. 

Seunper Youna. It is selling at a premium, is it not, over support 
prices ¢ 
That grade of wheat is selling at a premium over support price 
now. 

Mr. Ricwarps. Some types of it are but not all of the higher pro- 
tein wheat is above support prices. 

Senator Youne. You actually have a lower price support on that 
premium wheat than you have on wheat that sells on the market for a 
much lower price; is not that true? 

Mr. Ricwarps. Well, I think this, Senator Young: The whole 
matter is under study, but there is a problem because we establish 
price-support levels supposedly a year ahead. Now it is happened 
that in 1954 there was practically no millable wheat produced in the 
State of Texas. Yet they had a big crop. Now I think if you had 
applied that literally the price support would not have been available 
in Texas for that year. Now a lot depends on whether—and it could 
happen, the same thing could happen some time in North Dakota—— 

Senator Youne. You understand me, I think, better than you let 
on you do. 

You understand, I believe, that there should be a better differential 
of price for quality wheat as against wheat of poor quality. 

Mr. Ricwarps. I think I would agree with you, Senator, but we 
have had an awfully hard time working it out with the various people 
who have interests in it. . 

Senator Horzanp. Let me ask you this: Does the present law al- 
low you to make quality differentials? 

Mr. Ricrarps. Yes, sir; { think it does. I do not think there is any 
question about it. 

Mr. Burz. But I would like to say, Senator, I think you have put 
your finger on one of the difficult problems that has arisen under this 
uniform price support on wheat. I know in my home State of In- 
diana and I am sure it is true in others, it has tended to put our wheat 
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producers into low-milling 7 soft wheat production because they 
get a higher yield per acre. And I know some of our wheat breeders 
have been quite concerned about this shift in the level of quality pro- 
duction we have gotten, but has been done under the incentive of a 
uniform price support. What you say is true. Durum wheat is 
currently selling well above support. I understand that we have 
little or no durum wheat in CCC stocks, so that it is moving in the free 
market and there is a shortage of it. There has tended to be a relative 
shortage of the high protein wheats. 

Mr. Serena t me say this about the high-protein wheats. It 
so happens that this year particularly in Nebraska, the protein wheat 
there has moved and moved readily at prices above the support level. 
However, that is not entirely true of North Dakota and Montana, and 
there is this situation in connection with high-protein wheat-—— 

Senator Youne. Well, it is mostly because the test weight per 
bushel is down because of rust. 

Mr. Ricuarps. The protein premiums that exist in the United States 
do not prevail in foreign markets, We recognize protein premiums, 
at least to a certain extent in our support level. But once we have 
any surplus that has to go into export, there is no protein premium 
whatever? That is, we have to sell 16 percent protein wheat in export 
pretty much at the same price of ordinary wheat at 10 or 11. 

Senator Youna. Do you know if that soft winter wheat would be in 
demand in say Germany where they buy a considerable amount of 
Canadian wheat? And Canada, as you know, maintains top quality 
all the time. 

Mr. Ricuarps. I was talking about protein premiums. 

Senator Youne. I mean all the qualities that go into a good baking 
wheat. That is what you call quality wheat. 

Mr. Ricnarps. Well, a lot depends, Senator, on the foreign markets 
where wheat in many cases is imported to supplement their own pro- 
duction. If they need a particular kind of wheat that is what they 
will pay for. If, on the other hand, such as the case this year, they 
apparently need a good deal of soft wheat, that is what they will buy. 

: enator YouNe. You seem to be arguing then for the production of 
wheat——- 

Mr. Ricwarps. I am not arguing for anything, Senator. The only 
thing I am saying is that the problem is tremendously complicated. 

Senator Youna. I will agree with that. 

Mr. Ricuarps. That is all I am trying to say. I agree with you if 
we can work out a better system of quality differentials we certainly 
ought to do it. 

Senator Young. You made a start in that direction about a year 
ago and I think you canceled it last July 23. Why were they can- 
celed, the better differentials ? 

Mr. Ricuarps. The details of that I do not have at my fingertips, 
but as I recall, we had a lot of pressure from some of the soft-wheat 
millers who were fearful that by reason of the change in the support 
level, the production of the high quality soft milling wheat would 
be discouraged. The nailing quality of wheat enters into the picture. 
You can have as high a quality of milling wheat from soft wheat as 
from high-quality hard wheat. : 

Senator Youne. You seem to be arguing in circles, 
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Mr. Ricuarns. No, sir. The only thing I am trying to say, Senator 
Young, is that the problem is tremendously complicated and an easy 
solution is not at hand. 

Senator Youne. It will have to be done if we are to save any kind 
of a price-support eo whether it is based on flexible supports or 
90 percent, won’t it 

{r. Ricwarps. I think we ought to be doing more than we are, I 
certainly agree with you but I do not know the answer. 

Sneator Youne. ‘ihe two-price system tends to correct that in that 
everyone would be given credit for the quality wheat that he produces. 
That is one of the good features of the two-price system ; is it not? 

Mr. Butz. It would work that way, I understand. 

Senator Youne. I think there is a very good chance that wheat 
quotas this year will be voted out. It will not get the two-thirds vote. 

Mr. Butz. Do you feel the farmers in your State would vote against 
it? They were overwhemingly for it last year. 

Senator Youne. They will give a majority vote but they look at this 
quality thing that disturbs them, and our production has been way 
down in the Tast 2 years. They have to abide by quotas of course even 
when they haven’t produced much for 2 years. They have not created 
the surplus. 

They do not get as high a price support for their wheat as other 
States do for poor quality ihiont; so they are disgusted in general. 

I am sure their percentage vote would not be as high. If the ad- 
verse vote continues in the nonyear commercial areas, they could be 
easily voted out and if it is voted out I think we would have a real 
chaotic situation. The price support would be about $1.25 a bushel. 


Mr. Butz. Of course that does not mean that the price of wheat 
would go to the support level. 

Senator Youne. Not the first year but it certainly would the next 
year. It would certainly drop drastically; would it not? 

Mr. Ricuarps. About 50 percent. 

Mr. Burz. The nad level would drop to 50 percent but the price 


would not drop; would it? 

Mr. Ricuarps. I would not be too sure about that. It would create 
quite a problem for the Government I would say for Congress and 
the Department of Agriculture both, 

Senator Youne. And the farmers, too, I think. 

Mr. Burz. May I say just a word off the record? 

(Discussion was continued off the record.) 

Senator Hotzianp. There are three points that have been made that 
I would like to have made a little clearer for the record and for my 
own information; Senator Young mentioned the fact that in our 
most recent legislation on this subject, we classified a certain number 
of States as noncommercial as to wheat production which, in effect 
takes them out of the high price support classification. How many 
States were in that group? 

Mr. Butz, In the noncommercial ? 

Senator Youne. 12, I think. 

Mr. Ricnarps. I would have to get: that. 

Senator Hotnann. My recollection is that it is 12. 

Mr. Butz, At the present time the proclamation which may provide 
for the exclusion of certain States from the commercial wheat area 
has not been issued. Such proclamation cannot be made until deter- 
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mination of the 1956 State allotments is announced by the Secretary, 
which must be done prior to May 15, 1955. However, a preliminary 
analysis by the Grain Division indicates that 1956 wheat allotments 
for the following States would be less than 25,000 acres and may there- 
fore be excluded from the commercial wheat area for 1956: Alabama, 
Arizona, Connecticut, Florida, Louisiana, Maine, Massachusetts Mis- 
sissippi, Nevada, New Hampshire, Rhode Island, and Vermont. 

Senator Hotitanp. You can supply the correct. number. 

Would a part of this answer involve the increase of that number 
so as to take out of the commercial classification other States which 
really are producing wheat for feed purposes primarily ? 

Mr. Butz. It would help some. Their relative share of the total 
production is small, thou h. 

Senator Youne. May I interrupt at that point? The bill as passed 
by the Senate as I recall would have placed about 18 States in a non- 
commercial area or about 95,000 farmers producing wheat. Presently 
these 12 States only take out about 5,000 farmers. Farmers in non- 
commercial areas would have price support at 75 percent of what the 
commercial area had, and then in addition to that it would tend to 
make for a more favorable vote on quotas. 

Senator Hotianp. I would request you to supply for the record the 
reaction of the Department to my question as to wiathet or not a par- 
tial solution to this problem may come with an increase in the number 
of States that are classified by law as noncommercial and a consequent 
stepping up of the number of farmers who would be in such area and 
would be excluded from the voting on quotas. Will you prepare that? 

Mr. Butz. We will be glad to. 

(The information is as follows:) 

Senate bill 954 which provides in part for increasing the number of States 
that would be removed from commercial wheat areas is now under review 
by the Department. At the present time, no decision has been made as to the 
feasibility of increasing the number of noncommercial States. 


Senator Hotianp. My second point is this. Of course the wheat 
that moves under the International Wheat Agreement is in effect 
moving under a two-price system. 

How much of the wheat that moved in world markets this last year 
was under the International Wheat Agreement. 

Mr. Ricuarps. May I answer that question ? 

Senator Hottanp. Whoever can answer it. 

I am simply trying to bring out the facts for the record. 

Mr. Ricwarps. The International Wheat Agreement subsidy which 
is now running I think between 70 and 80 cents a bushel applies to 
the sales to the TWA countries. 

In addition to that, the Commodity Credit Corporation offers 
wheat for sale for export at the prevailing market price less the pre- 
vailing TWA subsidy so that all the wheat which is being sold for 
export by the United States is being sold at a reduced price. 

enator Hotxanp. Is it all being sold at the International Wheat 
Agreement price? 
{r. Ricrarps. Yes, sir; or the equivalent. 

Senator Hottanp. Then in spite of the absence of a two-price system 
in the existing law, is it a fact now that the export trade in American 
wheat is really all moving under a two-price system ? 
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Mr. Ricwarps. That is right. 

Senator Scnorrren. Now, Mr. Chairman, I would like to ask a 
question right there. Under the International Wheat Agreement, 
we have a certain number of millions of bushels of wheat that we put 
in, don’t we? < ; 

Mr. Ricwarps. Well, there are a certain number of countries. 

Senator Scurepret. I gather that, in addition to the other coun- 
tries, we have our bn haven’t we? on 

Mr. Ricuarps. Well, as long as we are not selling at the minimum 

rice under the International Wheat Agreement the countries that 
have these quotas are not required to take their quota. I do not 
know whether I have made my point clear or not. Each one of 
them has a quota but they have not in many cases, taken their full 
uota. 
: Senator ScuorrPen. As a matter of fact, they have served notice 
on us they were not going to take their quotas. 

Mr. Ricwarps. In some cases I think that is right. 

Senator Scnorrrer. Now the thing I want to get clear is this: you 
say that the wheat sales that are being made outside of this country 
now take into consideration the price that we sell for under the Inter- 
national Wheat Agreement ? 

Mr. Ricuarps. That is right, yes, sir. 

Senator Scuorrret. Now let us assume that we sell 100 million 
more bushels of wheat than is our quota under the International 
Wheat Agreement. Do you charge that back against the International 
Wheat Agreement that we are bound by? 

Mr. Ricwarps. That is a loss to the Commodity Credit Corpora- 
tion—any sales outside the International Wheat Agreement is a loss 
to the Commodity Credit Corporation. 

Senator Scuorrre:. I want to get that point riveted down. 

Senator Hotianp. On the other hand, if I understand it correctly, 
that part of the wheat that is moving in the foreign market out of 
the United States under the International Wheat Agreement moves 
subject to the provision that the Commodity Credit Corporation shall 
be reimbursed for the subsidy. 

Mr. Rrowarps. Yes, sir. 

Senator Hotianp. But that part that moves in the world market 
under the International Wheat Agreement price as you have indi- 
cated, but not strictly speaking under the International Wheat Agree- 
ment, shows a loss for which the Commodity Credit Corporation is 
not reimbursed. 

Mr. Ricuarps. Only as we come up, as you know, for legislation. 

Senator Hotnanp. For legislative reimbursement. 

Mr. Ricwarps. Yes, sir. 

Senator Horianp. Would you supply for the record the figures 
showing the breakdown into the two items, that is of the wheat moved 
in this last year which moved strictly speaking under the International 
Wheat Agreement and on which reimbursement is made under the 
law to the Commodity Credit Corporation, and is not charged to the 
price-support program; and that part which uires legislative 
action for reimbursement and is thavedor’ diated | to the price-sup- 
port program. 

(The information referred to follows :) 
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Data relating to wheat export programs, fiscal year 1954 
INTERNATIONAL WHEAT AGREEMENT 


A total of 118,025,100 bushels (wheat equivalent) was exported dur- 

ing the fiscal year 1954 for which payment to exporters (or loss 

to CCC) representing the difference between domestic and wheat 

agreement price averaged 48 cents per bushel $55, 893, 355 
Interest costs through June 30, 1955 (estimated date of reimburse- 

ment to CCC) 
Administrative expenses, fiscal year 1954 


Total costs, fiscal year 1954 (for which reimbursement to 
CCC is included in the 1956 budget estimates) 57, 378, 551 


WHEAT EXPORTS OUTSIDE THE INTERNATIONAL WHEAT AGREEMENT OFFERED AT 
COMPETITIVE PRICES BUT NOT BELOW THE APPLICABLE INTERNATIONAL WHEAT 
AGREEMENT PRICE 


A total of 45,801,583 bushels (wheat equivalent) was exported dur- 
ing the fiscal year 1954 on which the Commodity Credit Cor- 
poration sustained a net loss of 


1 Reimbursement to CCC for this program is accomplished through an annual restoration 
of capital impairment as provided by law. This amount does not include interest and 
administrative costs as the records of the Corporation are not maintained to reflect such 
information by individual programs. 

Mr. Burmeister. Senator, we have the quantitative figures. We do 
not have the charges. Do you want the cost, too? 

Senator Hottanp. I would like to have both the quantity and the 
cost because I have understood your testimony to be that the actual 
amount of the subsidy differs in the movement to the different coun- 
tries, is that correct ? 

Mr. Ricnarps. The subsidy varies to some extent on the west coast, 
the Gulf Coast, the east coast. That is the only variations and that 
largely to take care of freight differentials. 

Senator Hotnanp. But there is a difference in the subsidy amounts. 

Mr. Ricwarps. Yes, sir. 

Senator Hotzianp. And there is a similar difference in the amount 
of loss taken on wheat exported not under the International Wheat 
Agreements due to the same factors which you have just mentioned. 

Mr. Ricwarps. Yes, sir. 

Senator Hotzanp. So that it would not be sound to simply reflect 
the bushels into dollars without knowing where those shipments come 
from and therefore I think that—— 

Mr. Ricwarps. I think we can give you the figures. 

Senator Hotianp. The financial loss should be reflected on the 
financial side of the operation just the same as the volume of the opera- 
tion in each case. 

Senator Scnorrrgen. I am glad to see that put in the record. Now 
I want to get one point clear that Senator Young brought out, and it 
is very important. 

Tt was about a year ago that I had prepared an amendment to offer 
for the consideration of the Senate requiring the Department of Ag- 
riculture, under the loan programs, to take into consideration the 
grades of wheat. Up until that time I had had some information to 
the effect that we might need legislation on it. Then, before I offered 
that amendment, I was informed that the Department did have the 
legal authority or the right under existing law to establish a loan 
differential on grades of wheat and I think that has been brought out 
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here this morning. That is very important to the extent that certain 
historical wheat areas in this country produce the types,of wheat 
that are wanted in the milling trade. It is something I am not happy 
about and I am embarrassed to have to say here today that my State, 
the largest wheat-producing State in the United States, has gone to 
the production of grades and types of wheat that the milling interests 
of this country are frowning on, and now get their wheat in other 
sections of the country and even in Canada, because of the impetus 
that. has resulted from just producing wheat as wheat, since they get 
no differential from raising a good grade of wheat. 

They get no differential on the loan programs that are inherently 
the responsibility of, and can be invoked by, the Department. We 
are going to have to meet that problem sometime. That is a problem 
we are going to have to face just as Senator Young has pointed out, 
because it has encouraged the development, in many areas, of what I 
contend to. be marginal wheat lands that enter into competition and 
pile these surpluses up in tremendous amounts. And then one other 
thing I want to say here. I note you say that in 1954 the increased 
postwar average outside the United States is a trifle over 404 million 
acres. Now that points up one thing tome. We are now coming to 
the reason why we are meeting around here. We have a law on the 
statute books that gives the Department, in this Government, greater 
opportunity for export. And under this foreign-trade angle where 
we can go into the barter system we can trade our wheat for strategic 
materials and a lot of other things, but in the face of increased acreages 
all over the world, the same problem that is confronting the cotton 
people, and in some places the tobacco, and also the rice peoples. We 
are cutting our acreages down, the world picture is coming up which 
means one thing to me. We can sit around here and say to Johnny 
Bull, and to our Canadian friends over here, to Argentina, Australia, 
and the rest of them, “We will not do anything to offend you boys— 
just keep on increasing your acreage and we will cut our farmers 
down. j 

The farmers when they go to vote may figure it that way and say 
we may as well take the whole thing at once and find out where we are 
going from there. 

Senator Youna. That is the same thing I had in mind. 

Senator ScHorrren. That means one thing to me. I think it is the 
responsibility, and I know it is a tremendous one, of our foreign export 
personnel in your department, in the State Department, and all the 
others, to understand that you cannot deal with a soft glove in this 
competitive, international world situation. _ You are going to have to 
go out and go after these markets just like they are going after them 
with these increasing acreages. 

I hear this tobaccowise, I hear it ricewise, cottonwise. Now we 
are going to have to come toa showdown. That is the reason why I 
want to say that as far as I am concerned I will back the Department 
to almost any lengths if they will go out and say, “Well, we are in 
this competitive field as long as we have these surpluses, and we are 
going to fight for those smarkhes. We are going to, if it is necessary, 
not exactly dump it, but we are not going to stand there and wonder 
whether you are going to get your feelings hurt about this thing.” 

We have had too much of that. That is what scares me. That is 
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the thing I do not like about the approach of the State Department. 
I will say that frankly, candidly and publicly. And I do say that 
the Agriculture Department has shown a desire, if allowed to make 
its own approaches, to be more vigorous. 

That is what we have got to have if we are going to whip this thing, 
unless we keep on cutting down the farmers, who pay the taxes, who 
furnish the dollars and cents that these people around the world want 
and even then they will criticize the daylights out of us. It is cause 
for wonderment when the States Department states that we will just 
disrupt everything. 

I cannot understand their attitude. 

Senator Youne. Mr. Chairman, I wonder if I may just interrupt 
aminute. I would like to read two short items which I think the com- 
mittee will find of great interest from the publication Wheat Pool 
Budget, published in Calgary, Alberta, 

And this is from the February 25, 1955, issue. One article is en- 
titled “France Has Wheat Problem.” 


Last year France produced an unusually large wheat crop and may have a 
carryover of 90 million bushels at the end of the crop year. The Government 
of France guarantees wheat producers about $2.60 (Canadian funds) a bushel and 
its cost to the treasury this year may exceed $31 million in Canadian funds. 


“Canadian funds” is in parenthesis to explain the differentials in 
value of money. 


The Government now proposes to put new regulations into force for the 1955 
crop. The volume of deliveries from wheat producers will be strictly regulated 
and the wheat carefully graded. 


So, grading the wheat is important over there. 

Now another one, an article entitled “Argentine Wheat Situation.” 

The 1954 Argentine wheat crop has been unofficially estimated at 257 million 
bushels which with the carryover of 37 million bushels will provide an export- 
able surplus of 121 million bushels. That country exported over 100 million 
bushels from the 1953 crop. 

Argentina’s grain exports are handled by a Government board which antici- 


pates little trouble in disposing of the surplus as virtually all sales are made 
under bilateral or barter agreements. 


Senator Schoeppel, that is in line with what you had to say. 


A recent trade treaty was made with Brazil which provides for an annual 
export of around 44 million bushels of Argentine wheat each year for export 
for the next 3 years. 

This will take about 40 percent of Argentina’s exportable surplus. Brazil 
has agreed to pay around $1.94 a bushel, United States funds, f. o. b. Buenos 
Aires. 

There is just one other article. 

Senator Hottanp. May I ask this question just for my own informa- 
tion. How does that $1.94 compare with what we are selling our 
wheat for in the world trade at this time? 

Mr. Lopwicx. The last quotation in a South American country 
where we are competing indicated that Argentina was $6 a ton less 
than our price. 

Senator Younae. The other article is entitled “Should Practice 
What He Preaches.” 

Apparently some lawyer up there was criticizing their wheat pool. 
Tt is entitled “Should Practice What He Preaches.’ 
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“One man’s viewpoint” in quotation marks, is the title of a radio commentary 
put on by an Edmonton station by Stan Ross, one of the city’s lawyers. Last 
week he had very critical comments to make about the wheat board and in 
support of the open market. Obviously, his knowledge of grain marketing, past 
and present, is exceedingly limited. 

What Mr. Ross did not seem to understand is that there is no open market 
in the werld today. There is not a single important wheat-producing nation in 
the entire world in which there is a free market. In every one of those coun- 
tries’ governments are extending price supports to their grain producers. 

The reason for that situation is that if there were free and open markets 
throughout the world the price of wheat today would decline to bankruptcy 
levels and the free world would be in the midst of a depression resembling that 
of the early 1930’s. There is no possibility of there being any general return 
throughout the world to the open-market system of selling grain within the 
foreseeable future. 

That, of course, is the opinion of the officials handling the Canadian 
wheat pool in Canada. I thought that would be interesting to the 
committee and for the record. Mr. Chairman, I am awfully sorry but 
I must leave. 

This is a very important meeting and an interesting one. 

Mr. Butz. I may say, Senator, before you leave, that we appre- 
ciate very much your views on this subject. This is one of the toughest 
problems we face in the Department of Agriculture, as you well know. 

Senator Youne. You have a tremendous problem. 

Mr. Burz. I think we have all got to put our very best thoughts to 
the solution of it. It will not be easy to solve and you cannot do it 
in a year. 

Senator Youne. That is right. 

Senator Hotzanp. What is the reason, if I may ask for the record, 
why the Department has not based its suport prices upon grades 
and qualities? 

Mr. Butz. It is my understanding, Senator, that it is chiefly an 
administrative problem of getting some system that would work. 
Is that correct ? 

Mr. Ricwarps. I do not want to defend the present system. I 
think that we can do better. But in trying to set up a schedule or 
premiums, I suppose, what we would be trying to do is set up premiums 
or discounts all over the country which would be in line with market 
values. Well, market values change from year to year. The same 
type of wheat in demand one year may not be in demand the next. 

We did something this year and last year in Senator Young’s terri- 
tory and this year in Kansas, Senator Schoeppel, where we added 
lightweight, light-test weight wheat to the loan schedule. 

Senator Scnoxrren. That is right. I will concede that, and that 
it was a very important thing to do. I want to be honest about this 
and fair about it. A number of us had taken that up with the Depart- 
ment because it was outside of the program, apparently. 

Mr. Ricrarps, Yes, sir. 

Senator ScuorPrer. And we pointed out that there was a certain 
segment that would in a measure be discriminated against. 

r. Rrcmarps. Yes, sir. 

Senator Scuorrret. And the Department did say they would review 
that and did, and it has proven very, very helpful. It has moved 
some wheat that ordinarily would not have been moved as quickly. 
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Mr. Ricwarps. Well, I would say this to you. That we put on 
what looked like a fairly heavy discount for the loan at that time. 
But I would have to say to you, that now when we are about to begin 
to take this wheat over, I am afraid we did not put on discount enough 
because I do not know how in the world we are going to get rid of it. 

Senator Hotuanp. You mean then that you did in that instance 
make a difference between the price supports of one class of wheat 
and another ? 

Mr. Ricuarps. Yes, sir. 

Senator Hottanp. But you feel that that could not be applied 
generally to the whole wheat production ? 

Mr. Ricu4rps. I am not saying it could not, Senator Holland, but 
1 think it would raise a lot of problems. I do not know if we have 
to, but we have in the past set these differentials a year in advance. 
And depending on the situation the differentials that we set a year 
in advance may turn out to be wrong at the time that it came to 
market. Now I am not trying to build up any excuse or anything 
like that. I hope we can do something along that line. But it does 
run into quite a lot of difficulties. 

At the time the wheat is being marketed we tried to work out some- 
thing. We did our best on this light-test weight wheat but at the 
time the wheat was being marketed and being harvested it all looked 
like pretty good wheat. However, when you get around to try to 
move it, the situation changes considerably. 

Senator Scuoerret. They buy discriminately? 

Mr. Ricuarps. Yes, sir. 


Senator Scuorrret. The people that are buying the wheat that is 

where you will get it. That is where these shortcomings will show up. 

Senator Hotianp. Now for the record I wish you would elucidate 

a little further the reasons lying behind the matters discussed be- 
e 


tween you and Senator Young a few minutes ago as to — the price 
support per bushel of wheat produced let us say in Maryland, since 
that was mentioned, is higher than the price support per bushel of 
wheat produced in North Dakota. Why the difference? 

Mr. Ricuarps. Well, that is purely a location differential. Balti- 
more, from the point of view of mills and from the standpoint of 
exports, is 20 cents a bushel closer to export market. That is one 
important reason. 

enator Hottanp. The export markets though are all losing mar- 
kets. They are markets on which we lose instead of get the full 
value of our product as measured in domestic price. Why should 
that factor make for a higher support price? 

Mr. Ricuarps. Well, this ntiiehty wheat problem in Maryland has 
been a difficult one, and I think we ought to have more of a differential 
there than we do, but it is one of those things that we have not done. 

Senator Hortanp. You mean to say you think there ought to be an 
even greater disparity between the price support ? 

Mr. Ricuarps. No. What I meant to say that perhaps garlicky 
wheat in Maryland should be discounted. 

Senator Horianp. Understand, I have used Maryland only by way 
of illustration. 
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Mr. Rrcnarps. Well, it applies to some more of the eastern area. 

Senator Hottanp. It seems difficult to me to justify a different price- 
support structure for wheat produced in one part o the country from 
that produced in another if the only factor is closeness to export 
markets when our export markets are all markets in which we take 
aloss. It seems to me that they should not play any part in financing 
the domestic value of the wheat for support-price purposes. We take 
a loss on every bushel that we export ; isn’t that true? 

Mr. Ricwarps. That is right. : 

Senator Hotuanp. Why should the closeness to that point of loss be 
a reason for adding to the price-support structure ? 

Mr. Ricwarps. Well, our surplus is not entirely in eastern wheat, 
Senator Holland, the surplus is all over the place. 

Senator Hors.anp. I understand that completely. but it seems to me 
that you are Justifying the difference in price support purely and 
simply by greater closeness to the point of export when we all know 
that the export trade is a loss. THO 

Mr. Butz. Could I say a word on that? Historically, on prac- 
tically any commodity in this country we have a normal pattern of 
geographical price variation based partly on freight rates, partly on 
consuming centers, and we have that in wheat as well as with most 
any other major commodity. 

nator Hottanp. Do you have it in tobacco? 

Mr. Butz. Yes. 

Senator Hottanp. You have it in cotton? 

Mr. Butz. Yes, surely. You have geo phical price variation. I 
think these variation in support levels by States reflect the normal geo- 
graphical variation in prices that are the result of a variety of factors. 

Senator Hottanp. That is right. Senator Schoeppel ? 

Senator Scrorrren. I do not believe I have anything further to 
say in view of the previous record heretofore made by members of the 
department and the folks in charge of the export situation who ap- 
peared before us. I think that when we take this whole record not 
only on wheat but as it begins to unfold in cotton, it all adds up to a 
situation that is going to require us to take a more vigorous look at 
the export market situation. We are going to have to make up our 
minds that we will have to take a loss on those markets if we just sit 
here and let too much time elapse, because all of those crops are com- 
ing up while we are restricting ours. Then when we go into the 
competitive world market I am pretty sure that we are going to have 
to be at least realistic and honest with the people in this country tell- 
ing them that the Department, when it enters into a vigorous selling 
a in order to dispose of these surpluses is going to have to take a 
ossin dollars and cents. I can see no other way out of this. 

Mr. Burz. That is right, we are taking a substantial loss on some of 
our export movements now as you know. But I think you are right, 
we have gotten ourselves into this situation over a period of several 
years and we have simply got to absorb part of it as a loss to the gen- 
eral taxpayer. 

Senator Hotzanp. Well, now to leave wheat, what about rice? I 
understood that you came prepared to discuss rice, which has already 
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Mr. Ricuarps. Well, I would say this to you. That we put on 
what looked like a fairly heavy discount for the loan at that time. 
But I would have to say to you, that now when we are about to begin 
to take this wheat over, I am afraid we did not put on discount enough 
because I do not know how in the world we are going to get rid of it. 

Senator Hottanp. You mean then that you did in that instance 
make a difference between the price supports of one class of wheat 
and another ? 

Mr. Ricuarps. Yes, sir. 

Senator Hottanp. But you feel that that could not be applied 
generally to the whole wheat production ? 

Mr. Ricuarps. I am not saying it could not, Senator Holland, but 
1 think it would raise a lot of problems. I do not know if we have 
to, but we have in the past set these differentials a year in advance. 
And depending on the situation the differentials that we set a year 
in advance may turn out to be wrong at the time that it came to 
market. Now I am not trying to build up one excuse or anything 
like that. I hope we can do something along that line. But it does 
run into quite a lot of difficulties. 

At the time the wheat is being marketed we tried to work out some- 
thing. We did our best on this light-test weight wheat but at the 
time the wheat was being marketed and being harvested it all looked 
like pretty good wheat. However, when you get around to try to 
move it, the situation changes considerably. 

Senator ScHorpret. They buy discriminately? 

Mr. Ricuarps. Yes, sir. 

Senator ScuorPPet. The people that are buying the wheat that is 


where you will get it. That is where these shortcomings will show up. 

Senator Hottanp. Now for the record I wish you would elucidate 

a little further the reasons lying behind the matters discussed be- 
e 


tween you and Senator Young a few minutes ago as to why the price 
support per bushel of wheat produced let us say in Maryland, since 
that was mentioned, is higher than the price support per bushel of 
wheat produced in North Dakota. Why the difference? 

Mr. Ricuarps. Well, that is purely a location differential. Balti- 
more, from the point of view of mills and from the standpoint of 
exports, is 20 eents a bushel closer to export market. That is one 
important reason. 

enator Hoitanp. The export markets though are all losing mar- 
kets. They are markets on which we lose instead of get the full 
value of our product as measured in domestic price. Why should 
that factor make for a higher support price ? 

Mr. Ricrarps. Well, this garlicky wheat problem in Maryland has 
been a difficult one, and I think we ought to have more of a differential 
there than we do, but it is one of those things that we have not done. 

Senator Hontanp. You mean to say you think there ought to be an 
even greater disparity between the price support? 

Mr. Ricwarps. No. What I meant to say that perhaps garlicky 
wheat in Maryland should be discounted. 

Senator Hontianp. Understan 1, I have use'l Maryland only by way 
of illustration. 
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Mr. Ricrarps. Well, it applies to some more of the eastern area. 

Senator Hottanp. It seems difficult to me to justify a different price- 
support structure for wheat produced in one part of the country from 
that produced in another if the only factor is closeness to export 
markets when our export markets are all markets in which we take 
a loss. It seems to me that they should not play any part in financing 
the domestic value of the wheat for support-price purposes. We take 
a loss on every bushel that we export; isn’t that true? 

Mr. Ricwarps. That is right. 

Senator Hot.anp. Why should the closeness to that point of loss be 
a reason for adding to the price-support structure ¢ 

Mr. Ricwarps. Well, our surplus is not entirely in eastern wheat, 
Senator Holland, the surplus is all over the place. 

Senator Horanp. I understand that completely. but it seems to me 
that you are justifying the difference in price support purely and 
simply by greater closeness to the point of export when we all know 
that the export trade is a loss. few 

Mr. Butz. Could I say a word on that? Historically, on prac- 
tically any commodity in this country we have a normal pattern of 
geographical price variation based partly on freight rates, partly on 
consuming centers, and we have that in wheat as well as with most 
any other major commodity. 

Senator Hotzianp. Do you have it in tobacco? 

Mr. Butz. Yes. 

Senator Hottanp. You have it in cotton ? 

Mr. Burz. Yes, surely. You have ss Ac compe price variation. I 
think these variation in support levels by States reflect the normal geo- 
graphical variation in prices that are the result of a variety of factors. 

Senator Hotzanp. That isright. Senator Schoeppel ? 

Senator Scrorpret. I do not believe I have anything further to 
say in view of the previous record heretofore made by members of the 
department and the folks in charge of the export situation who ap- 
peared before us. I think that when we take this whole record not 
only on wheat but as it begins to unfold in cotton, it all adds up to a 
situation that is going to require us to take a more vigorous look at 
the export market situation. We are going to have to make up our 
minds that we will have to take a loss on those markets if we just sit 
here and let too much time elapse, because all of those crops are com- 
ing up while we are restricting ours. Then when we go into the 
competitive world market I am pretty sure that we are going to have 
to be at least realistic and honest with the people in this country tell- 
ing them that the Department, when it enters into a vigorous selling 
rogram in order to dispose of these oo is going to have to take a 
— dollars and cents. Icansee no other way out of this. 

. Burz. That is right, we are taking a substantial loss on some of 


our export movements now as you know. But I think you are right, 
; Se y & 
we have _ ourselves into this situation over a period of several 


years and we have simply got to absorb part of it as a loss to the gen- 
eral taxpayer. 

Senator Hotzanp. Well, now to leave wheat, what sbout rice? I 
understood that you came prepared to discuss rice, which has already 
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been discussed by the FOA. We would like to go to the rice discus- 
sion from the standpoint of the USDA. 

Mr. Burz. We have a 214 page statement. Would you like that 
it be read ? 

Senator Hottanp. We would like to hear the statement. 

Mr. Burz. All right. 

Production of rice in the United States has grown from less than 11 
million hundredweight of rough rice to 59 million hundredweight in 
the last 40 years. At the opening of World War II, production was at 
about 25 million hundredweight. 

Since then, rice acreage has increased rapidly due to world rice 
shortages and high prices. 

As late as 1953, returns to American producers were at 127 percent 
of parity. United States exports just before World War II were 
about 41% million bags—100 pounds—of milled rice, while for 1951, 
1952, and 1953 exports were between 16 and 17 million bags. Our 
exports have shown a satisfactory growth, but our capacity to pro- 
duce at the high-price levels of 1951-53 has been even greater. 

World trade in rice has been changing. In 1953, supplies available 
in the export market became freer for the first time following World 
War ll. This, together with the fact that all other cereal grains were 
in surplus throughout the world, caused rice prices to level off from 
the high point of 1952. Asa result, prices declined about 20 percent. 

The fairly rapid change in world rice trade from a period of world 
scarcity to surplus was brought about by a series of unusually favor- 
able weather conditions for rice over 3 consecutive years, and by an 
expanded acreage planted to rice in both importing and exporting 
countries. 

The world rice trade depends for the longer outlook on price levels 
of rice as compared with other cereals. Where formerly the volume 
of rice moving into international trade was approximately 9 million 
metric tons, only 4.6 million metric tons were reported in 1953. ‘This 
decrease reflects the postwar situation in regard to scarcity and price 
levels. While trade figures are not yet available for 1954, it is quite 
evident that the volume will be up considerably, due to the adjustment 
in price which has taken place in 1953-54. 

The United States rice crop in 1954 was the highest in our history, 
and so, regardless of the record exports of the preceding 3 years, rice 
became surplus. This necessitated a reduction in 1955 rice acreages 
of approximately 25 percent, bringing them down to 1.8 million acres 
as compared with the 2.4 million of 1953. 

Surplus stocks of rice from the 1954 crop will be burdensome, and 
no doubt will take several years to liquidate. The extent that dis- 
posal of such stocks may be undertaken in an orderly manner will 
depend on whether United States rice acreages will have to be rediiced 
again in 1956 and 1957. 

Senator Hotianp. Right there, the American production of rice 
a a little more than doubled since the opening of World War II; 

vasn’t it? 
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Mr. Burz. You are right, It has more than doubled. 

Senator Hotianp. Has the reduction in acreage which has taken 
place to date been by order of the USDA or by initiative of the pro- 
ducing industry ¢ 

Mr. Ricwarp. It is under acreage allotment, and marketing quotas 
in 1955. 

Senator Hotianp, It has been by reduction of acreage allotments? 

Mr. Ricwarps. Yes, sir. 

Mr. Butz, Populations dependent on rice in foreign countries are 
steadily increasing. With the broadening of demand requirements 
and with the adjustment that is going on in world price levels, there 
seems to be no doubt that there is a reasonably dependable market 
for United States rice in world trade provided that such rice can com- 
pete in the markets accessible to and adapted to our production. 

The production of rice in the United States represents less than 2 
percent of the world total rice crop, but exports approximately 18 per- 
cent of the total world trade in rice. The United States has for some 
years maintained a position as the third largest international exporter 
of rice. Where formerly 70 percent of the export supplies of the 
United States went to Cuba, in recent years only about 37 percent of 
the exports have gone to Cuba, with over 57 percent being exported to 
Asian countries. 

Senator Hotianp. Did that mark a decrease in the volume of exports 
to Cuba or simply an increase in the overall volume? 

Mr. Burmeister. An increase in the overall volume of rice. 

Senator Horttanp. The Cuban market has been a taker of reasonably 
steady supplies from the United States? 

Mr. Burmeister. Yes; it is going down now. 

Mr. Burz. In the last year or two it has gone down. 

Mr. Burmeister. But the level is still above that of a number of 
years ago. 

Senator Hotianp. Have you got a table prepared showing the dis- 
tribution of the rice which we have exported over the last several 
years? 

Mr. Bex. Yes. 

Senator Hotnianp. In each year? 

Mr. Betu. Yes, sir. 

Senator Hotianp. I ask that that be filed for the record. 

(The table follows :) 


60149—55—pt. 2-5 
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Rice, in terms of milled: United States exports to specified countries, averages, 
1940-50 ; annual, 1951-53 * 


ne es 


Year beginning August 


Country of destination Average 
1953 2 


Western Hemisphere: 
Canada. 
British Honduras... De iahase 
British West Indies__....------..------- 
Cuba. 
Netherlands Antilles - ieee selcbsetse 
VOR. ib ddb EEL Titiiind sn ddabihdidbbie a 
Bolivia 
Colombia-.- 
Other countries... 


Total we" i 3, , 618 r 5, 621 


Europe: 
Belgium and LP OE,- 
France selwuia disteulien oat 
West Germany ne nd bib ehdin aidan m 
Greece.......-. ies 
No Cesk chp nensseviddpemns 
Netherlands. 
Switzerland 
Other countries 


TOO een dcwe cna cmonce cnsdabsi ide dda 





Asia: 
NN a ee ee 
Ceylon 
Indonesia_........- 
Philippines... 
China_ , seetdino® 
Korea, Re pete oe 
Hong Kong-.-. ~ 
Japan. _... 
Ryukyu Islands. 
Ober CONG 0 wikis b vee bts dke ores demas a 


Total... 
Total Oceania 
Liberia 
Other Africa 
Other countries__-.-. 4 
Total world 096 | 17, 159 15, 746 


1 Milled rice, including brown, broken, screenings, and brewers’ rice and rough rice converted to milled 
at 65 percent. 

? Preliminary. 

3 Less than 500 hundredweight. 

‘ Adjusted to include all programs of the Department of Defense and the Foreign Operations Adminis- 


tration. 
5 Starting with January 1954, includes shipments valued at less than $500 each when the number of such 
shipments in a given month is few. 


Source: Grain and Feed Division, FAS. 


Senator Scnorrret. Mr, Chairman, I think I have attended all of 
these hearings with the exception of one, and I have gotten the idea 
from hearing these gentlemen and representatives of individual groups 
testify with reference to the rice situation, that American rice, which 
is white rice, is in demand throughout the world. Is that a fair state- 
ment to make? 

Mr. Lopwicx. I would maybe amend that to the greatest part of the 
world, but generally speaking there is a big demand for our rice. 

Senator Honxanp. Is that polished rice? 
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Mr. Burmeister. Yes. 

Mr. Lopwicx. Rough and polished. 

Senator Scuorrren. I thonght it was both rough and polished all 
the time, although I am not an expert. If I seem to ask some dumb 
questions, understand I am getting out of my field. 

Senator Hortianp. He has now said it covers both the rough and 
polished white rice. 

Senator ScnHorrren. That was my understanding. Now in the face 
of that worldwide demand for our types of rice, our export market is 
going down. It must, therefore, follow that our price differential 
is at fault, or it must be that we have been slackening off in the com- 
petitive markets of these other countries; is that right? 

Mr. Burmeister. One of the problems of course is in Cuba where 
Cuba’s production is coming up. That was one of more important 
markets and our exports to Cuba have been slowing off the last 2 or 
3 years. 

‘ena Scnorpret. As their production goes up? 

Mr. Burmetster. Yes. 

Senator Hottanp. Does that show from the chart that you have 
filed ? 

Mr. Burmetster. I believe our exports to Cuba are shown there. 

Mr. Butz. It will show the decline for the last 3 years. 

Mr. Betu. We have this report here showing world rice acreage 
and production by countries. 

Mr. Burmeister. Yes. 

Senator Hotianp. I would like to have you show for the record the 
situation with regard to Cuban markets because I think it will become 
very material in connection with our discussion of the sugar problem 
which we are going to have very shortly. Will you furnish that for 
the record, a table showing the increase in production in Cuba and 
in diminishing export from our country to Cuba over the last several 

ears ¢ 
" Mr. Burmetster. Yes, I will. 
(The information is as follows :) 


CUBAN RICE PRODUCTION AND IMPORTS FROM UNITED STATES 


Cuban production of rice began to increase in 1950. The new production is 
centered in a small number of corporations, is composed of relatively large units, 
and is produced under modern methods of mechanization quite similar to the 
production pattern here in the United States. World rice prices rose sharply at 
the outbreak of the Korean war and this fact, coupled with the protection of the 
tariff rate, freight charges, and Cuban tax levies in one form or another, brought 
about capital investment in expanded rice production in Cuba. Where formerly 
about 12 to 15 percent of Cuban rice requirements were produced domestically, 
the percentage has now risen to about 28 percent. Cuban rice consumption rose 
during the period 1945-50 when world exports of sugar from Cuba were relatively 
high. Since 1950, Cuban sugar exports have lessened and rice consumption has 
declined somewhere between 5 to 10 percent. Many observers are of the opinion 
that Cuban rice production has about reached its maximum for the present and 
it may be possible that acreages will decline moderately for a while. There are 
a number of technical problems in connection with any further expansion which 
would seem to limit the possibility. The following tabulation shows trends in 
see production, and imports from the United States for the years from 
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Cuba: Rice acreage and production, and average 1945—46/49-50, annual 1951-52 
to 1954-55 


Production 

Imports 
United States 
| Milled rice rice 


Rough rice equivalent 


Thousands of Million Thousands of | Thousands of 

Average: acres | pownds 00-pound bags| 100-pownd bags 
1945-46/49-50_ _ . .. eewinbudiiindvehdels 6a 114 |} 122.6 800 923 
1951-52_ ._. h 257.0 670 5, 118 
1952-53... - atnbuepoateeeoeghdnk 5 277.0 800 4, 876 
BOE, 5 0d so apinn~ Sundducdisdensytn qiieegued 5! 375.0 440 4, 755 
SUID a Sacto nun acide cee 350.0 280 4, 250 


Note.—Compiled from Embassy reports and estimates of Foreign Agricultural Service. 


Mr. Burz. I think this committee understands the Cuban economy 
has been subsidizing rice production in Cuba as an offset to their 
decreasing sugar production. 

Senator Hotianp. Will you show the amount of subsidies they 
are receiving from the Cuban Government ? 

Mr. Burz. That is the domestic production, the producers receive 
the subsidy. 

Senator Hotuanp. The domestic producers in Cuba. 

Mr. Burmeister. We will dothat. I am not certain we have exactly 
the = of information you would like to have but we will try to 
do that. 

Senator Hotianp. Understand that the discussion of the sugar 
problem, which is scheduled shortly, will certainly involve other crops 
which may be tied to that. 

Mr. Burz. These two are tied closely together. 

Ganneer Hotianp. Rice will certainly be tied to the sugar. 

right. 

Mr. Burmeister. I would like to insert in the record some data 
relating to the charges and costs incidental to shipping rice from the 
United States to Cuba. 


DIFFERENTIALS BETWEEN CUBAN AND UNITED States Rice 


The following tabulation sets forth the individual charges and costs incidental 
to shipments of rice from New Orleans to warehouses in Cuba. As none of 
these costs are assessed against Cuban-produced rice, the total of $2.364 per 
hundred pounds shown represent a protection enjoyed by Cuban rice producers 
of nearly 3 cents a pound on milled rice: 
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Costs paid by American rice exporters in connection with shipments of rice 
to Cuba 


[Typical charges against 100 pounds of American rice sold at $12.25 per 100 pounds] 


2 percent consular fee 

One-tenth of 1 percent exchange fee 

2 percent tax, export of money 

Bank-charge letter credit 

Revenue stamps : 

Port improvement charge 

Civil retirement fund 

G POTCUINE GU TOG Di iiceretetrcke nies etn ie ene ghp wae pa menpiomeeiee 
Custom house brokerage fee 

Cartage 


Total charges against imported American rice not chargeable to 
Cuban-produced rice 
Freight—New Orleans to Cuba 


Total costs 


Therefore, Cuban domestically produced rice enjoys a protection of about 3 
cents a pound. 

Mr. Butz. Prices of rice sold to Asian markets since January 1 are 
materially lower than those of last year. California Pearl varieties 
have brought $7.14 per 100 pounds, f. o. b. west coast ports. This com- 
pares with about $7.40 for the same period last year. 

Offers for medium-grain varieties from southern areas have been at 
$6.60 per 100 pounds, or slightly above. No sales have been made at 
this figure because the price offered for milled rice was not equivalent 
to the price-support differential for rough rice in the case of these 
varieties. 

Prices of the nearest comparable grades from Thailand are reported 
to be $6 per 100 pounds, and for Burma slightly higher. In the Japa- 
nese market, American rice does not compete directly with rice from 
these two areas, and usually commands a premium. The fact that sales 
from southern areas at $6.60 per 100 pounds are not being mace indi- 
cates that world-market prices are below support levels in 1955 for cer- 
tain American-grown varieties. 

Senator Hotzianp. Do the figures which you have shown here or 
introduced here show the carryover of rice at the end of 1954 produc- 
tion year? 

Mr. Burmetster. No, I do not believe so. 
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We can supply that if you like. 

Senator Hottanp. Was there a substantial carryover? 

Mr. Ricwarps. Yes, sir. I think CCC owns from the 1953 crop be- 
tween two and three million hundredweight, and in addition will prob- 
ably take over from the 1954 crop some 25 million hundredweight. 

Senator Hotianp. Will you daw for the record then in a separate 
table the surplus problem with reference to rice, showing that from 
the beginning about 2 years ago, maybe 3, up to the present 

Mr. Ricwarps. The past year was what really threw us into a surplus 
position. 

Senator Hotianp. Will you show that for the record ? 

Mr. Burmeister. Yes. 

Senator Hottanp. What are the areas in the United States that are 
commercial producers of rice? Do you have a table showing that? 

Mr. Burmeister. We can supply that. 

Senator Hotianp. Please do so, showing how the rice is broken 
down between the various States that are producers of rice. 

(Discussion off the record.) 

(The information is as follows :) 


UNITED STATES RICE PRODUCTION 


The 1954 domestic rice crop amounted to 5,605,000 bags of rough rice over that 
harvested in 1953. This was a 10-percent increase in production, all of which 
was available for export. The tabulation shows the distribution of production 
between States for the 2 years. Exports from California move largely in the form 
of shipments to the territories and to Japan. Exports from the Southern States 
go to all world areas with principal destinations being Cuba and Japan. 


Rice production, United States 
[Rough rice, thousands of 100-pound bags] 


1953 | 1954 


14, 889 || Mississippi 
14, 389 || Other States 
16, 132 || 
10, 590 
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Mr. Bcemexree. As of possible interest, I would like to msert at 
¢ point a statement regarding upland rice. 


Uriasp Rice 


The term “upland rice” is commenly used im compiling data on rice prodoctica 
particularily in Asian countries. The crop is produced im nomirrigated areas or 
where there is no surface water control Uswally the plantings are on hilisides 
where there is 15 to 30 inches of rainfall and under methods of cultivation that 
are quite primitive Yields are low and the crops are uncertain. Many Asian 
countries produce some upland rice as 2 summer ctop. It is consumed largely in 
the immediate area of production and dees oot enter world trade as milled rice. 
No uplend rice is produced in the United States although original plantings in 
the Carolinas during carly colonial days used about the same cultural methods. 

Senator Hotzaxp. Senator Schoeppel, can you think of anything 
that we need in the rice picture other than what we have here! 

Senator Scnozrrez. No; I do not at this time, because there were 
some other phases of the Smoot hearings. I say that, Mr. Chairman, 
in view of what has already gone into the record. I can think of 
nothing more. 

Senator Hotzanp. All right, now let us come to tobacco. You have 
_ 


Ze 


Mr. Burmeister. Senator, this is Mr. Hallowell. 

Senator Hottaxp. How do you do, sir? 

Mr. Hatsoweis. We have a statement prepared which indicates 
that we expect exports this crop year to be 5 to 10 percent ahead 
of what they were in the last crop year, largely because of what we 
hope we will be able to do under Public Law 480. 

Senator Hotzaxp. You mean you hope to increase exports from 


5 to 10 percent? 

Mr. Hattowns. Yes. 

We currently have under negotiation or in preparation programs 
under that act for exports of something like $60 milhon worth of 
tobacco which would be the equivalent of 80 to 90 million pounds. As 
of yet no agreements have been signed and, of course, we do not know 
how many of these will be consummated so that we can only estimate 
what the effect of the act will be. 

We think conceivably about 50 million pounds will move out under 
this program, during the crop year and it may well be more than that. 

Senator Hotianp. You mean under Public Law 480? 

Mr. Hatiowexn. That is right. 

Senator Hotzanp. And it would be that much additional to the 
norma! ? 

Mr. Hattowrm. That is right. 

Senator ScnHorpren. Let me check one thing at this time. I do 
not think it is necessary for it to be off the record. The situation that 
I understand is confronting you gentlemen under Public Law 480 
with reference to the British situation is that they have raised serious 
questions about taking many millions of pounds of tobacco by reason 
of what they consider to be a departure from a written policy. In 
Public Law 480 it is required that it be shipped, at least 50 percent of 
it, in American bottoms. Have you been confronted with that? 

Mr. Hattowexu. That has been a problem in the case of this British 
transaction which we have been trying to work out. We are hopeful 
that we can make arrangements so that this 50-50 shipping clause 
will not step the deal. 
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Senator Scuorrret. But up to the present time it has to a degree 
stopped it? 

Mr. Hatvowe .. It has held up the consummation of the arrange- 
ment. Mr. Lodwick may like to amplify that. 

Mr. Lopwicx. I prefer that Mr. loanes do that. 

Mr, Ioanes. My name is Ray Ioanes. What you say is 100 percent 
correct. The 50-50 shipping clause as a matter of principle has been 
the reason why we have not been able to close that tobacco sale with 
the United Kingdom under title I. 

Senator Hottanp. You mean the requirement of our law that at 
least 50 pene of any exports under this law shall move in American 
bottoms 

Mr. Toanzs. This is hot necessarily true in other programs but in 
the case of the program with the United Kingdom it has been the 
major reason why we have not been able to close that deal. 

Senator ScuorpreLt. That is one of the reasons—we are looking 
for the facts and as it applies to the United Kingdom a very sub- 
stantial amount of this increase that you hope to effect in this tobacco 
situation is developed in the transactions that we are talking about 
here, 

Mr. Hatiowetw. Yes. 

Mr. Lopwick. Senator, may I say we may as well talk about the 
figures, there is $30 million of tobacco involved in that transaction. 
The British will buy it for dollars and not Public Law 480 but they 
will take it out of next year’s purchases, whereas under the present 
agreement they stockpile it. That is the big difference. So we will 
sell it this year. 

We will pay for it on next year’s markets. 

Senator Scuorrren. Which is important, when we think in terms of 
what these tobacco growers are going to have to do on their acreages. 

Mr. Lopwick. Right. The British have taken the position they 
will buy it and pay dollars for it, but they are resisting the 50-50 
shipping clause in what we call the Butler law. 

Mr. loans. Please do not misunderstand any testimony we are 
giving at this time. This law is on the books. We are faithfully 
administering the law. We are not attempting to evade the law in any 
way, and the condition we make in any deal with any country under 
title I is that the 50-50 shipping class must apply. We are trying to 
find a way to make the British program work, keeping in raind that 
the 50-50 Jaw must apply, and we are turning handsprings and gyra- 
tions in trying to make it go. 

Senator Scnorpret. That is very commendable, since, after all, you 
gentlemen are bound by the law which those of us in Congress incor- 
porated in the Smoot law. But we are trying to find out how this pro- 
gram is working under the laws that we have given you. 

Mr. Butz. I would like to say that I have no objection to subsidiz- 
ing the merchant marine if the Congress decides that should be done. 

I personally feel that it is not correct to burden an act of this kind 
with that additional requirement. If we are going to subsidize the 
merchant marine I think we ought to do that openly and call it that. 

Senator Scuorrrer. Weil, I may say that that happens to be my 
view of it, and, of course, we are going to have to face up to that when 
we go into the discussions on the congressional side. I am hopeful that 
we can arrive at some agreement at least temporarily setting this pro- 
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vision aside by proper amendments for the purpose of moving some of 
these surpluses. 

Whether we can do that or not, I do not know. However, you are 
bound by the law. We gave it to you, and we cannot criticize you. We 
can try to readjust it. 

Senator Hotianp. I do not see any tables here that you have pre- 
pared covering this tobacco situation. Do you have any? 

Mr. HaLtLowe.u. We could insert them. 

Senator Hottanp. Please give us the complete picture. You have 
mentioned increased production in certain importing countries and 
mentioned improved exports to some countries because of a stronger 
dollar situation. You have mentioned several things in general terms, 
but I think it would be helpful if we had that demonstrated by the 
inclusion of the tables. 

Mr. Hatioweu. Right. 


(The information is as follows :) 


Tobacco: Domestic supplies and disappearance by types, averages 1934-88, 
1934-48, 1944-48, and 1949-538, annual 1952-54, by crop years 


[Farm-sales weight in million pounds] 
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See footnotes at end of table. 
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Tobacco: Domestic supplies and disappearance by types, averages 1934-38, 
1934-43, 1944-48, and 1949-53, annual 1952-54, by crop years—Continued 


{Farm-sales weight in million pounds] 





| 
| 
Type and year | 


Cigar filler types 41-44; ° 
Averages: 
1934-38 


1949-53... 
Annuai: 


PE dthnandachentibcins 
1949-53... - 

Annual: 
Beets ~ ahead ine 


1 Year beginning July 1. 

2 Subject to revision. 

3 Stocks as of Oct. 1. 

4 Year beginning Oct. 1. 

5 Estimated producers’ sales. 

6 Includes small quantity of type 45 prior to 1944, 
? Not available. 

8 Includes smal! quantity of type 56 through 1948. 


| Produc- | 


Disappearance ! 
Stocks 


Domes- | Exports 





bo bo wre aw 








I 'o6] Ul U01jDU1)8 ip jos ITAJUNOD podiaur id hq Oo »IDQO?F pasnpv{nunumun fo 8740d2 Cl - 897019 pajtu ) 


‘snsMeD Oy} JO NweINg 94} JO Sps09e1 oY} MOI doTAJEg [BIMYMOPASY UF}eI0g UT per|du0g :eomog 
‘2061 AIMS PO|STIqUIse sso, —“AIBUTUNON 1 


ces 


] 


cc fd 


eessouua, | -£ sree vom-uiecy 
\L- AX 7 
ee ee nee eee ee —<eaeeer ee ee 


819 ‘OI 
886 ‘FI 
£69 ‘29% 


RSRsss 





gue 


siBilop spunod siB[[op spunod siB]jop spunod siBijop spunod sivyop | spunod 
puvsnogy, | pussnogy, | puvsnoyy, | puvsnogy, | pussnogy, | puvsnoyy, | puesnog,, puvsnoyy, | puvsnoy,y, | puvsnoy,y, 
1 996T 1 8961 e961 | TS-2y6T “Odez04y | 


qsjem pero] 


68-9861 ‘eseIOAY 


suostupdwmoo yp ‘egg] ava sppuazo ‘sadfy fiq 029090} pasnjpoof{nunwun fo sjiodry :sajnigy paziu: 


Q 
Zz 
t 
<3} 
mM 
~ 
a 
oa 
jon} 
~ 
Dn 
“ 
< 
mG 
=) 
& 
a 
6 
m% 
So 
a 
= 
°o 
— 
< 
MR 
° 
me 
RM 
— 
a 


356 





‘snSUSO oy} JO NVING oY} JO Sps00el WTO GOJAIOG [BING[NOPABy uspo10g oy) uy pordu0g reomnog 
‘ATBUPUNOLT 1 


cet A cs | eniic teat roe lege | ore | 9090'S | : 9' g86 ‘bt | geo ‘zoz | ~~ *saatT0 
900 ‘B08 | 668 919'T | 990'9 | 628 'E | j 09 | | jo puemnoys i onrua i 
W8S ‘CF | Ee % ? } | eee" T 16F'e oe} | zor o j 8 ‘ 692 ‘6Z | «OhL ‘ele B01, 


307 


a tain. : | og lg ; | ee ers 'T | | B18 “eT oom nV 
Loe ‘BI | Fle ica Hee ~~ oo eect eden ewcee en ceeess 

ao. | Se Le pide os cautn Side Pa = 
994° | 108 

10T | 


£22 ‘T 




















aS ss ees epeuey 
BIAvsosN A 

















- 
< 
[ow] 
a 
Z, 
, 
em} 
mM 
~ 
s 
oe 
a 
~ 
DM 
~ 
< 
F 
oH 
s 
=] 
oS 
= 
& 
°o 
ne 
< 
mM 
2° 
oe 
7) 
_ 
f=) 


des | UT peimo pemo-o1g ox 
Ig | Jopurq | ~opsys 38} | JOMOUS | ATA -uns -o1g | oassouuey, | Aojmg | Pein uoneursap jo £yUuN0D 
18101, | pus ‘suro4s joNDUed) j_3 1B3} ‘yoddvim | 4ov ou weeif) | -Ale yy “only eur 4y 
a | 10 tO =| WV | 0 SIUIZ. A | eruysay, | -Ayonuey 


{spunod puvsnoy) ul I4Z}eM porepoecy] 











1$ G6] Ut uoipUursap fo satuqUNoD podiurid fiq 099090} pasnjppfnunumun fo sjsodxy : 897015" paztus) 





“ 
Q 
2 
“ 
Au 
ic 
2 
N 
= 
< 
& 
e 
= 
= 
fo = 
o 
= 
_ 
© 
q 
Hn 
© 
fy 
2 
a 


358 





quaennesmeniss ness iene er enn iemenmnenlmiiniteeil 


#9l ‘ILb 628 “CLP GZL ‘T8E L¥z ‘808 “BoLJOUTY YINOg ‘ej, 


venio 
~ 


R-g’rs 


LL8 ‘68 


B9Z ‘Shh ‘% , : 
GION ‘1870 


oe ‘be 


4 
06 
I 
ors L 
£ 
00L £ 
98 ‘T L1e ‘I SIT 


spunod fo | spunod fo | spunod fo | spunod fo spunog spunog " 82490 fo sasov fo 89190 fo 
spursnoy, | spunsnoyy, | spuvsnoyy, spuDenoyy | spunsnoyy | spuvsnoyy 


1S-L¥61 6€-S86T 19-LP6T 68-Se6T TS-L¥61 





t 61 innnfiaentenintsaapatainiatomsitatdiitir 
SeSBl0A VY sesvloaAy ; SesvIOAV 414000 pus jueUTIUOD 


uoronpolg esoe Jod pperx pejsealey osveDy 


1 2y61am sapps wspf—suostapdwos ypin FOG] svah sppuappa ut pazsaaapy sarszzunod parfiwaeds ur Uorjsnposd pun pjarth ‘abvasop paypmysy 099090, 


359 


JENERAL 


2 
ki 
Nn 
bP 
= 
~ 
cc 
YP 
7 


DISPOSAL OF AGRICULTURAL 


809 ‘ere 


Z9¢ ‘OF 
906 % 
OS ‘0ZT 
o&z ‘8 
090 ‘22 
OZP % 
890 ‘T 
692 “6 
+68 ‘F 
OBL ‘e 
SOF ‘¢ 


T10' ‘8¥6 
008 ‘299 


TIZ ‘oge 


622 ‘19 


GIT ‘6% 
160 ‘8 

| 06 ‘ 
10 ‘LT 
628 ‘Ob 
BLP ‘T 


208 ‘re 


00 
889 ‘b 
| 819 “SOT 
| £66 ‘OL 


ee ‘16 


| 002 ‘999 
SPI Z8e 


| 





ee “P61 
28 “TT » 
929 ey 
826 ‘ZI 
| og “6Z 
| 861 ‘T 
| 


“1th “e 


| 20% ‘% 
6L9 ‘P8 
| $80 ‘9 
06b ‘FZ 
| S§¢‘T 
| 088 

| O61 ‘2 
| $22 ‘T 
119% 
88¢ ‘F 
| LB9 ‘8% 
| 029 

#89 ‘T 
129 ‘6 


SbL ‘LIZ ‘I 
6FF ‘129 
662 ‘9¥9 





SOS ‘82 
082 ‘8 

| ose % 

| L808» 
| ore ‘be 
ti 92% 


00F ‘IST ‘T 
186 ‘VEL 
691 ‘StF 

| OF ‘ze 
916% 


190 ‘T 
| 228 ‘LT + 








or 


| a9 
| O89 


086 
800 
glg 


829 | g1¢ 


| S&L O9T ‘T 


069 ORS 
ose | ozg 
004 0b 
| OOF 

| 009 ‘I 

208 


SSA Sete 


"008 “d ‘a1q¥} JO pus 3B s8a}0N}003 vag 


s 


“a2? 
; 


pewaahnavers SATs 
OUl SISy 
BIsSy 











| org 
OOL ‘T 
99 
| OF 
OZF 
OOF 
Cle ‘T 
ore 
lZ0'T 
| OPP 
(2) 


SRE~S 











DONQ w 
_ 





RAMs 


2g 
Ne 


“ER 


z | 


BAV ‘Te, 


_ BLY YINoS jo worry 
: oo See 


[S785 


SOTFLANG AT 
IvOSBARPBIY 
oo00IOPY YoUeTT 
epuesp 

vy Auesue,y, 


Fria 
> 


“""") (US 8 “0 Buy 
_“pnyuy) adoungl 410 
edommg 19489 \\ [840.1 


°FSREL"“z 


CU's 
‘S “Q Buypnpuy) elodher 





"UOJJBUI LOJU] 1938] QITK e[qBivdu10d 1ON 18 BE-CEGI 40) BVP ‘940ja1043 ‘BIBp aAouduTy A[UO AUBUTIOF) 119489. 10} OI" LISP ‘AUBUIIA) JO S40 OY} U] ¢ 


“SLUNGIUBPY IpNouy JOU Sod] ¢ “MQVICAS ION ¢ 
“HOTU 9TAOG pur ‘eraBUINY ‘puvjog ‘Avsuny Pi 
‘AUVULIGD) WIsIseY ‘VT Yeaotsoqoezy ‘eles[ng ‘erueg TY 10) semn3yg pojyeuiy}se sspnpouy] , “SOTISTIVIS OpBl} i0dxe Uy periodea 
“$9108 (OG WUBI} SSO] » Aj[VuLiou Ss} YO(yM “yy ZloM AIP VBBIGAB OT} GAOGS FUsdIed OT INOG* S} JU SOM SolTs WB, 1 


yer'zoz's | ove sor'z | 18 zs2‘2 | e86‘RI¢'9 |----~-------| | Lge "8 | ose 's | 99 | 9062 
= ) staesaemanoamany )jopoenennnen-apermmneasandtiieneaaensiiiaeniipnnneaih 
6 





9LI I woe “II re 8 
622 ‘F 926 “F 
L¥6 ‘L 4 4 


919 ‘980 ‘f 
xo) USy ‘Toy, 


pueyeqy 
~~ (RSOULIO.J) UBATET, 
~~ spuysy vugddiiyd 


— 
a 
ee 


oo 


| 619 ‘T 

| GFE» i 

| O16 | 8166 

| 009» | SLs 

| bL9 | O88 6 
L10 ‘I+ | 120'T 

| SLE» | S19» 

| 069 


oe 





REZ828 
igud 





= 





525 
ar, oO 


esaseaiedass 


ge8g8 
eES302858223 


Sk 
&y 
goges 


spunod fo | epunod fo | spunod fo | spunog $2120 fo 89190 fo 
spuvenoyy | spuvenoyy | spuvenoyy spuvsnoy spuvenoyL 





19-2961 | 6£-9e6t | 1¢- | ee-seer | 19-261 | 68-986 
e961 ae | i | ———_——_______---| , #961 -_ 
sosvloaAy SseseivaAy i i se3vs0A Vy AxjUNo0o pue JUeUT}UO”D 




















uoHonpolg eloe Jed pjerz pesecrey esBelDy 


— 
= 
e=} 
<> 
Z 
| 
& 
MN 
bP 
= 
a 
io=} 
D 
D 
“ 
< 
e=} 
~ 
m 
e 
m 
S 
< 
ics 
o 
= 
< 
wD 
° 
a 
MN 
— 
a 





penuyu0j—, 7y4bram 
83]D8 WAD{—SUOS8LIDAWOI YIN 1CG] «vali sDpUayDo Ut papsaasDYy SarujuNo? paYfizeds ur UuoYnpod pun pjaih ‘abvasov paywmisg” :00909Q0) 


360 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 361 


Senator Hotianp. I would like to ask: In reference to tobacco, in 
general in our tobacco export, both private and public, we are dealing 
with nations in which the tobacco business is a governmental monop- 
oly; are we not? 

Mr. Hatiowetn. Tobacco is very commonly a monopoly. It is not 
a monopoly in the United Kingdom. 

Senator Hottanp. My understanding is except in the United King- 
dom all nations to which we export tobacco treat tobacco as a govern- 
ment monopoly; is that correct / 

Mr. Hattowett. In many of our more important markets tobacco 
is handled by monopolies—in roughly 20 countries, including France 
and = Spain has a quasi-monopoly and there are monopolies in 
many other countries. 

Senator Hottanp. And that means that the dealing is directly with 
the government, since it is a government monopoly, and it means 
also that the government of the importing country expects to add to 
its own economy by the imposition of what amounts to excise taxes, 
just as we do in this country; is not that correct ? 

Mr. Hartoweu. That is right. 

Mr. Horianp. Doesn’t that fact make the tobacco business with for- 
eign countries a much easier business to conduct on a substantially 
more or less uniform basis than is the case with any other agricultural 
surplus commodity ? 

Mr. Hattoweit, I would think so. Because of its importance as a 
revenue producer it does enjoy a steady market. 

Senator Hotianp. You realize, of course, insofar as our domestic 
program is concerned, tobacco excise taxes produce about $2% billion 
a year for our Federal Government and our State governments besides 
some municipal taxes not included. And now when there is added to 
that the fact that our export trade in tobacco is almost exclusively, 
except as to the United Kingdom, with nations that not only treat the 
tobacco business as a government monopoly but propose to add in- 
creased cost to the consumer which amounts to excise taxes for their 
governments, we have a substantial base on which our export trade is 
built that does not exist in the case of any other agricultural commod- 
ity; is not that correct? 

Mr. Hatxowewn. I think so. 

Senator Hotianp. It is also true that that fact supports the pro- 

ram under which we must have a relatively uniform, as nearly uni- 
ou as it is ible to make an agricultural commodity, a relatively 
uniform rd or year after year rather than to have great fluctua- 
tions from very high to very low levels in the tobacco industry. 

Mr. Hatsowetn. Yes. Of course, it is een in the tobacco 
industry to carry long inventories. Manufacturers like to have long 
inventories, and they do to a certain extent iron out the problems in 
fluctuating supplies due to weather, and so forth. 

Senator Hotianp. Not only because they like to have the assurance 
that they have got stock on hand but many kinds of tobacco increase 
in value with pam storage over a period of 1, 2, or even as much as 
3 years, right 

r. Hatnowei.. That is right. 

Senator Honttanp. Well, so far as tobacco is concerned, you prob- 
ably have less trouble in that field than in any others of the major 
agricultural commodities, right? 

60149—55—pt. 2—-6 
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Mr. Hatioweiu. I am not an expert on any other commodities. 
However, some of the restrictions imposed on imports of tobacco are 
a serious handicap to our trade, restrictions which you hinted at. 
The fact that foreign countries are short of dollars leads them to 
impose restrictions which favor tobaccos from other countries; in the 
United Kingdom, for instance, you are probably familiar with the 
arrangement they have with Southern Rhodesia. 

Senator Hotianp. Your activity of course solely is with tobacco but 
I would like to ask if these other gentlemen here who represent the 
whole general commodity field in the Department, am I correct in 
my understanding that there are less pains and aches in connection 
with the export trade of tobacco than is the case with any of the other 
major agricultural commodities? 

Mr. Lopwicx. I am sure every commodity man here would say he 
had the toughest job of all. am sure he would say that. I do 
believe we have a little less difficulty with tobacco than say wheat, 
cotton, rice, and a few more products of that kind. 

Senator Hottanp. You do not have to deal with the general buying 
trade in other countries. You deal with the government direct, and 
it is to that government’s interest to keep up a sustained level of 
tobacco consumption because it adds materially to that government’s 
revenue to do just that. 

Mr. Lopwick. Yes. 

Senator Hotianp. So there is very great inducement for the gov- 
ernment to assist in the continued consumption of a high Sadeet 
tobacco products which does not exist in the case of other agricultural 
commodities. 

Mr. Buroetster. There is developing, though, a foreign product 
which is competing. 

Senator Hotianp. That is the only factor that it seems to me may 
be troublemaking and I have asked that that be shown by way of a 
table. 

Mr. Burmetster. Yes; we will do that. 

Senator Scuorrret. In this statement you of course will show what 
is developing by way of surpluses in the burley tobacco field. 

Mr. Burmetster. That is correct. 

Senator ScHorpret. That seems to be the one type of tobacco that 
is giving the producers a lot of difficulty now because they are cut 
down and there is overproduction in it. 

Mr. Hatitowetx. Yes; despite an 8-percent reduction in the do- 
mestic allotment last year the production of burley reached an alltime 
high in 1954. It exceeded the previous year by about 100 million 
pounds, and I believe right now there is a hearing going on on the 
burley situation. 

Senator Scnorrren. Yes. I was supposed to go to that with Senator 
Clements. 

Mr. Butz. Mr. Chairman, I think it is appropriate to point out on 
this tobacco program for many years we have had a aT rapidly and 
continuously expanding domestic market for the product which I 
understand in the last year or two has turned downward. And there- 
fore I think we have a new factor entering the domestic tobacco pic- 
ture that was not here previously. The rather marked increase in 
domestic consumption we have experienced in the last 15 or 20 years 
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has rather easily absorbed the increased production per acre that we 
had in this country which made the control program apparently work. 
And now we are coming into a time with decreased domestic consump- 
tion, for one reason or another, which probably will aggravate the 
program in the years ahead. 

Mr. Hottowext. It has aggravated and I am afraid may continue 
to. It all depends on what the consumption trend is. 

(Discussion off the record.) b 

Senator Hotnanp. Before we adjourn, Mr. Butz, what is the posi- 
tion of the different Government agencies, particularly of the three, 
Department of Agriculture, State, and FOA on the question of the 
export of rice at oeeeennre world prices, particularly to the areas 
in the western Pacific 

Mr. Burz. Well, I can only speak for the Department of Agricul- 
ture and that is that we like to push rice in export there. We have a 
program in the western Pacific. The attitude is we will push it as 
vigorously as we can consistent of course with total United States 
Government policies in the Far East. 

Senator Hotuanp. But you are not being allowed to do that, are 

ou? 

Are not such decisions made in other branches of Government? 

Mr. Burz. As you well know from previous testimony before this 
committee, there was some resistance to putting rice in the Japanese 
Public Law 480 program. 

Senator Hottanp. From where did that resistance come? 

Mr. Burz. I think it was from those primarily interested in that 
part of the world in the State Department. 

Senator Hotnanp. As a matter of fact, the State Department ob- 
jected to further export of rice into the Japanese market after the 
resumption of high-production levels in the southeast Asia areas, 
did it not? 

Mr. Burz. It is my understanding they did. 

Senator Hottanp. Well, don’t you know that they did? 

Mr. Butz. Yes. 

Senator Hotzanp. State for the record just what the position of the 
State Department was in the joint conference between USDA and the 
State Department. 

Mr. Butz. As I recall it, and I cannot cite it exactly, they did not 
want us to do anything that would upset the normal market outlets for 
rice producers in Burma, Thailand, and Formosa, three countries 
primarily. 

Senator Hottanv. Who took that position for the State Depart- 
ment, who are the conferees that stated that position in your joint 


a 
Mr. Burz. That was primarily in your committee, the interagency 
committee. 

Senator Horzanp. Mr. Lodwick, can you state who took that 
position ? 

Mr. pane In the staff of the committee—do you want the 
names 

Senator Hoxtianp. Yes. 

Mr. Lopwick. Mr. Turnage for the State Department; in France 
committee, which acts as policymaking, I believe it was Mr. Waugh. 
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Senator Hottanp. Mr. Sam Waugh? 

_ Mr. Lopwicx. Sam Waugh or Mr. Kalijarvi. I am not sure which 
it was. It may have been both. 

Senator Hottanp. You attended both meetings? 

Mr. Lopwicx. I did. 

Senator Hottanp. What was their position ? 

Mr. Lopwick. Their position was that the political situation in 
those three countries was very delicate, and that those nations were 
dependent very largely on the exportation of rice for their domestic 
finance, and that if we sold rice it would have serious repercussions 
of a political nature. 

Senator Hotzanp. You mean Japan, the Phillipines? 

Mr. Lopwick. Japan, the Philippines, Thailand and Burma. I 
wonder if we could not have that off the record ? 

(Discussion off the record.) 

Senator Hotianp. I wish you to make a statement in writing, 
covering these things that you have mentioned for the sole informa- 
tion of the members of the committee and not to appear in the record. 

Senator Scnorpre.. I have nothing more. at is an excellent 
statement. 

Mr. Burz. Our fellows are looking into the matter and getting 
the data together now to get the facts before the proper — 


Senator Hotianp. Please furnish it to us in writing for the infor- 


mation of the members of the committee covering both the matters you 
have discussed, that is the question of what arose in the two com- 
mittees, the policv committee, and the interagency committee, and 


then the later criticism which you received. 

We all have to recess now. That was a quorum call. I will not 
be available this afternoon. 

Is there anything further? 

Senator ScHorrrex. It depends on what turn of events the Senate 
floor work takes as to whether I can be back. 

Senator Hoxtanp. I-think that in view of the fact we are an 
up this tax bill on the floor and there are other hearings that we ha 
better not try to resume this afternoon. The committee will stand 
adjourned. 

(Whereupon, at 12 noon, the hearing was adjourned until 10 a. m., 
Friday, March 11, 1955.) 
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FRIDAY, MARCH 11, 1955 


Untrep Srates Senate, 
SuBCOMMITTEE ON Disposat or AGRICULTURAL SuRPLUSES 
OF THE COMMITTEE ON AGRICULTURE AND ForRESTRY, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 324, Senate Office 
Building, pursuant to adjournment, Senator W. Kerr Scott pre- 
siding. 

Present: Senators Holland, Scott, Young, and Schoeppel. 

Also present: Sam Thompson and Roy F. Hendrickson, advisers 
to the subcommittee. 

Senator Scorr. The hearing will come to order. We will start 
with you, Mr. Garnett, if you are ready. You may proceed in your 
own way. 


STATEMENT OF GWYNN GARNETT, DIRECTOR OF INTERNATIONAL 
TRADE DEVELOPMENT, AMERICAN FARM BUREAU FEDERA- 
TION 


Mr. Garnett. I appreciate the opportunity to present the views of 
the American Farm Bureau Federation with regard to increasing 
export markets for United States farm products. At this time we 
wish to supplement the views and recommendations expressed before 
your subeommittee on March 3, 1955, by Mr. Walter L. Randolph, 
vice president of the American Farm Bureau Federation. 

The American Farm Bureau Federation believes that the export 
market is an important part of the market for United States farm 
products. Our exports of farm products have run as high as $4 
billion in 1951-62. They accounted for roughly one-third of our 
production of wheat, cotton, rice, and soybeans. This provided a 
market for the produce of more than 1 out of each 10 acres of crop- 
jand. This amount is equal to about $1,000 for each commercial 
farm. Total farm exports have dropped nearly 30 percent. 

We have made great efforts to adjust our production to lower 
demands. Our prices have dropped. We have imposed income- 
reducing production controls on ents cotton, corn, peanuts, tobacco, 
and rice, ite these efforts, the Government has accumulated about 
$7.5 billion worth of surpluses. Faster adjustments would require 
a regimentation on American farms which might endanger our 
economic and political freedom. 

We are expanding our domestic markets. We must expand our 
foreign markets. oO maintain a prosperous agriculture we need 
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export markets of at least $4 billion per year at present prices. We 
have the capacity to supply an even larger foreign ce 

Our cotton, wheat, tobacco, soybeans, rice, and fruits are among 
the most efficiently produced in the world. We are, therefore, in a 
position to compete on a sound basis for a substantial share of the 
international markets for these products. The best assurance for a 
prosperous agriculture and relief from the burden of diverted acres 
and surpluses rests on the expansion of foreign markets for farm 
products. 

Farm Bureau policy is directly stated on this point: 

To expand export markets for farm products we must be prepared to deliver 
quality products, competitively priced, and vigorously merchandised in markets 
where customers have the ability and continuous opportunity to earn dollars to 
pay for these products. 

In the long run the share of the international market held by these 
efficiently produced United States farm products is dependent upon 
the overall foreign economic policy of the United States. This in- 
cludes United States policy with respect to trade, tariffs, restric- 
tions, foreign investment, economic development, stockpiling of basic 
materials, offshore procurement, and other factors. 

The American Farm Bureau Federation is supporting policies with 
respect to each of these elements of foreign economic relations which 
= ee will help to balance United States foreign trade at a high 

evel. 

We wish here to draw the attention of this subcommittee to the im- 
portance of the enactment of H. R. 1 to American agriculture. We 
believe the reciprocal trade agreement program is an important part 
of United States foreign economic policy. 

Weare attaching to this statement seven of the principal restrictions 
to expanding international trade which should be reduced under the 
reciprocal trade agreements program. 

(The statement referred to above follows :) 


RESTRICTIONS TO EXPANDING INTERNATIONAL TRADE WHICH SHOULD BE REDUCED 
UNDER THE REctIPpROCAL TRADE-AGREEMENTS PROGRAM 


Particularly since the war a great many restrictions have been imposed by 
Governments to limit international trade. These restrictions apply, of course, 
to industrial and agricu!tural products, and the authority contained in H. R. 1 
is needed to remove them from both. However, we shall again limit our 
observations and examples to the areas with which we are most familiar— 
those affecting international trade in farm products. 


1. Import licensing and quotas 


Heading the list of restrictions to international trade is import licensing and 
quotas. Three-fourths of agricultural exports go to the so-called soft currency 
nations who use import licensing and impose import quotas. There are a variety 
of reasons for the use of these practices. They are imposed (a) to protect 
domestic producers, (b) to conserve certain foreign currencies, particularly 
dollars, (c) to promote markets for home products, (@) to balance trade with 
important marketing areas, and (e) to attain predetermined desirable levels 
of foreign exchange reserves. American dollars are one of the hardest and 
therefore one of the searcest currencies in international exchange. The dollar 
shortage, including a need to establish adequate dollar reserves, is the principal 
basis given by countries for imposing import quotas. Therefore, the imposi- 
tion of import quotas by foreign countries has been the principal limitation on 
the exports of United States products. 
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2. Import duties and tazes 


Import duties are the traditional restrictions to trade. They are imposed for 
the purpose of protecting certain domestic producers from competition from 
abroad. Many duties in effect today are of such an amount as to increase the 
price in consuming countries to a point that either restricts or destroys the 
market. For example, one country has an import tax on dried skim milk which 
has the effect of doubling the price to consumers. It makes dried skim milk 
so high that we have little opportunity to expand a market in that country, 
even though the need is great. 


3. Customs procedures 


Customs procedures are needed to account for imports and to evaluate them 
as a bsis for imposing duties. Customs procedures designed to facilitate this 
work are essential. Unfortunately, these procedures are often rigged so as to 
provide additional hindrances to imports. 


4. Health and sanitary restrictions 


It is only logical that a nation control imports to make sure that they do not 
bring in injurious products or introduce plant or animal diseases. However, 
these provisions are also used by protectionist groups to add unnecessary impedi- 
ments to imports over and above the duties and taxes. 


5. Foreign exchange manipulations 


Many countries resort to the manipulation of the rates of exchange between 
their own currency and others in order to profit on imports, to increase the 
competitive advantage of their exports, or as a device for protecting domestic 
producers, depending upon the administrative policies of the government. 


6. Government and quasi-government export and import monopolies 


In manp countries, governments operate import and export monopolies. In 
the case of export monopolies they determine export prices, the rates of ex- 
change on various currencies, and other practices which promote their national 
interests. We are particularly conscious of this in American agriculture. Prac- 
tically all major competing export countries of all major farm products entering 
foreign markets operate such export monopolies. ‘The United States is hard 
pressed to find ways of marketing farm products in foreign markets in competi- 
tion with these monopoly practices of other nations. The problem is further 
complicated by the fact that so long as certain United States farm products 
are priced above market levels, the COC becomes the sole buyer for these 
products for export. In these cases the United States indulges in monopolistic 
practices similar to those of other countries. On the other hand, many American 
products are priced competitively in world markets. Yet the exporters of these 
products are placed at a disadvantage by the operations of competing monopoly 
exporters and further by monopoly importers. 


7. Private capital discouraged 


The flow of private capital is an essential prerequisite to expanding inter- 
national trade and to improve the United States balance of payments. Many 
countries impose restrictions and handicaps on foreign investment which dis- 
courage its flow. 

The seven points above constitute the major restrictions to expanding inter- 
national trade among nations. These restrictions are all restrictions imposed 
on trade by governments. They are restrictions which limit the exports of 
United States industrial and farm products. ‘They result in contraction of the 
most efficient industries, they result in enforced contraction of the most efficient 
agricultural production. 

Therefore, one part of the foreign trade program supported by the American 
Farm Bureau Federation is to authorize the President of the United States to 
negotiate with foreign governments to reduce or eliminate these restrictions 
imposed against United States products. Along with this authority the President 
most efficient industries; they result in enforced construction of the most efficient 

We believe that enactment of H. R. 1 would give the President the authority 
to negotiate agreements which will result in expanding mutually profitable trade 
and in increasing exports of.industrial and farm products and still give reason- 
able protection to domestic industrial and agricultural producers from disruptive 
rates of increased imports. 
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Mr. Garnett. These restrictions include import licensing and quo- 
tas, import duties and taxes, customs procedures, health and sanitary 
restrictions, foreign-exchange manipulations, government and quasi- 
government export and import monopolies, and the discouragement 
of private capital investment. 

These restrictions are all imposed on trade by government. They 
are restrictions which limit the exports of United States industrial 
and farm products. They result in contraction of the most efficient 
industries. They result in contraction of the most efficient agricul- 
tural production. 

Therefore, one part of the foreign trade program supported by the 
American Farm Bureau Federation is to authorize the President of 
the United States to negotiate with foreign governments to reduce or 
eliminate these restrictions imposed against United States products. 

Senator Scuorrrent. Doesn’t the President of the United States, 
the State Department, and those in positions responsible for foreign 
trade have the right to do that now? 

Mr. Garnetr. Yes, under the Reciprocal Trade Agreements Act. 

Senator Scrorrren. Yes, that is whist I thought. Why haven’t we 
got that job done? In other words, we do not need a specific law 
giving them the authority to do that? 

Mr. Garnett. Under the reciprocal-trade-agreement program of 
the last 20 years we have made and eliminated many restrictions. I 
think for instance, on wheat as I recall, we got concessions from some 
30 countries. We cannot—we want to continue that. 

In order to negotiate with a country on trade restrictions, the 
United States has to be in a position to give something. It is a kind 
of a horse-trade proposition, give and take. 

Senator Scnorrren. I am talking about preliminary negotiations, 
or preliminary discussions—there is no prohibition against our first 
feeling these things out, to know how far we can go, and then if we 
need legislation, to go in for it. I have heard so many people pitch 
this entire program on-the basis that we cannot do anything unless 
we have this law or that law, and all of those things. I cannot see it. 

Mr. Garnerr. A foreign nation is not likely, Senator, to reduce 
their restrictions on our exports unless they get some reciprocal ad- 
vantage. That is about the way we are. e do not recommend that 
we reduce our restrictions unless we got some reciprocal advan : 

The Farm Bureau made recommendations to strengthen the recipro- 
cal features of the act to assure that United States exports would 
benefit. 

Senator Younes. May I ask 2 or 3 questions at this point? 

Senator Scorr. Yes. 

Senator Youne. We have reduced our tariffs and our trade barriers 
if you want to call them that, in the last 3 years haven’t we? 

Mr. Garnett. There have been rather few. 

Senator Younes. Some reduction? 

Mr. Garnett. Yes. 

Senator Youne. The Commission has had authority to do so? 

Mr. Garnett. Except for the last , 

Senator Youne. They have had the 1 Reciprocal Agreements Act 
which has been in operation ? 

Mr. Garnerr. Yes. 
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Senator Youne. They have had it. 

Mr. Garnett. The extension in 1954 was limited—TI think there 
was an agreement by the President that he would not enter into fur- 
ther negotiations except with Japan. 

Senator Youne. There have been some revisions of tariffs in the 
last 8 years undoubtedly ? 

Mr. Garnett. That is right. 

Senator Youne. There has been an increase in trade internationally, 
has there not? 

Mr. Garnett. Yes, there has. 

Senator Youne. Imports and exports have been stepped up? 

Mr. Garnett. That has been generally true, yes. 

Senator Youne. How do you account for the fact that during this 
period when we have had more international trade that our exports 
of farm products have dropped off? How do you relate that to 
any benefit that agriculture gets out of this? 

Mr. Garnetr. In recent years and particularly in the latter 10 
months last year a good many European countries have liberalized 
trade or taken off the restrictions on farm products which are helpful 
to us. 

Senator Younc. We are not exporting any more cotton? We are 
exporting less wheat. , 

Mr. Garnetr. Germany has liberalized its cotton and tobacco im- 
ports, so that their importers can go more or less where they wish 
and buy their cotton. While it is true, Senator, that our exports of 
farm products have gone down, I think that without the restraints 
that have been im by the Reciprocal Trade Agreements program, 
we might very well have exported even less in the last few years. 

Senator Younes. The whole purpose of these hearings is to find out 
why our exports have lagged. Apparently, when foreign nations 
earn United States dollars, they buy automobiles and luxuries first 
and farm commodities last. 

Mr. Garnett. That — on their need. They do cover their 
cotton requirements and food requirements on a priority basis. We 
wish they would spend more for farm products. 

Senator Youne. Do you know of anybody over in the State De- 
partment or in the Tariff Commission that is an authority on agri- 
culture, real friendly toward agriculture? 

Mr. Garnetr. Senator, I am glad to say that the new director of 
Foreign Economie policy is Mr. Ben Thidabeau. 

Senator Youne. I know him. 

Mr. Garnerr. He is a former agricultural attaché and, to our 
knowledge he is more friendly to agricultural interests than his pre- 
decessors over the last 20 years. 

Senator Youna. He is from Louisiana, I met him over in France 
when he was agricultural attaché there and later over in Austria. 
I hope he has not been ruined being in the State Department in the 
last few years. 

Mr. Garnett. In the few months that he has been in this position, 
we have been favorably impressed with the new attitude in foreign- 
trade policy exhibited by the State Department. 

Senator Youne. I mean that the State Department has not given 
much consideration to agriculture, at least from my point of view. Do 
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you know anybody in the Tariff Commission that is an authority on 
agricultural matters ? 

Mr. Garnert. Mr. Schreiber came from the Department of Agri- 
culture to the Tariff Commission. 

Senator Youne. What was his background ? 

Mr. Garnett. The job preceding his appointment to the Tariff Com- 
mission was in the Foreign Agricultural Service. 

Senator Youne. He was mixed up with the State Department? 

Mr. Garnett. No; Foreign Agricultural Service. 

Senator Youne. They were under the State Department. 

Mr. Garnett. That was only the agricultural attachés. They were 
formerly under the State Department. We are referring to Foreign 
Agricultural Service that is an integral part of the Department of 
Agriculture. 

Senator Youne. Did he have a farm background at all ? 

Mr. Garnett. I do not know, sir. 

Senator Younes. I am glad to find one that might be suspected of 
having a farm background over there. 

Mr. Garnetr. We would like to see more. 

Senator Youne. I think there should be. I do not think we will be 
able to get very far with our program of increasing farm commodity 
exports until we do have someone over there that takes a real interest. 

Mr. Garnett. We believe, sir, that in the implementation of H. R. 
1, that all of agriculture should take a much greater interest in the 
actual negotiations that are made under this authority than was taken 
during the last 20 years. 

Shall I continue ¢ 

Senator Scorr. Yes, you may proceed. 

Mr. Garnerr. We believe that H. R. 1 is a well-balanced piece of 
legislation which provides the needed authority to expand United 
States exports. 

Through the application of the peril-point procedures and through 
continuation of the escape clause and section 22, it also provides nec- 
essary safeguards to protect American producers and domestic farm 
programs from disruptive rates of increased imports. 

We urge that this subcommittee recommend enactment of H. R. 1 
as an important aid to expanding the export markets for United States 
farm products. 

Senator Scuorrret, I am going to look with a jaundiced eye at an 
change or any alteration of that peril point or those other safeguard- 
ing provisions in there. I have received many letters from organiza- 
tions that I know stem from consultations and conferences with the 
State Department, which wants to break even those dewn. That is 
what makes me suspicious of a lot of these things in H. R. 1. 

Mr. Garnett. Senator, we agree with you thoroughly that these 
are important parts of the program and they should remain. 

Senator ScHorrret. Yes, we should retain them. 

Mr. Garnett. We would now like to discuss some aspects of Public 
Law 480. Our observations of operations under Public Law 480 to 
date lead us to believe that some modifications and clarifications of 
the law are needed. 





DISPOSAL OF AGRICUL” URAL SURPLUSES—GENERAL 371 


1. CLARIFY OBJECTIVES OF TITLE I 


Section 2, the preamble, states the objectives and intent of the entire 
act. However, title I is a program of sales for foreign currencies 
while title I1 is Famine, Relief and Other Assistance. 

The attempt to apply one set of objectives and congressional intent 
to both titles has resulted in confusion. We believe that the intent of 
title I should be to expand and create new and continuous foreign 
markets for United States farm products. We believe that the con- 
fusion could be eliminated by making the preamble apply to title I 
only with the following deletions : 

A. Beginning on line 5 delete “* * * * in furtherance of the foreign 
policy of the United States.” 

B. Beginning next to the last line, delete “* * * and to foster in 
other ways the foreign policy of the United States.” 


2. AUTHORIZATION OF THE SECRETARY OF AGRICULTURE 


We are fully aware that the implementation of Public Law 480 
involves foreign interests of the Departments of Treasury, State, 
Defense and Agriculture. Very close coordinaion among these depart- 
ments is essential and should be carried on through a coordinating 
committee. 

However, we believe that the Secretary of Agriculture should be 
given authority in the implementation of the act commensurate with 
his responsibilities for its implementation. The American Farm 

sureau Federation believes that : 

The Seeretary of Agriculture should authorize the sale and export of farm 
products through private trade channels, under limitations determined by him, 
in exchange for foreign currencies. 

Within this we believe that the Secretary of Agriculture should 
determine the farm products which should be offered for sale under 
title I. He should be authorized to determine the countries with whom 
agreements should be negotiated and the products and quantities 
thereof which should be included in the negotiations, all the while 
operating within broad policies laid down by the Department of State 
and other departments. 


3. INCREASE AND CLARIFY AUTHORIZATION 


We recommend that the authority for title I be increased from $700 
million to $1.5 billion. 

The implementation of Public Law 480 can be most useful to 
American agriculture in creating new and continuous markets for 
United States farm products. 

The creation of new and continuous markets requires a sustained 
program over a period of several years. A permanent market cannot 
be established by making possible only an initial shipment of farm 
products. Importers in foreign countries will not undertake to pro- 
mote sales unless supply is reasonably assured over a period of years. 
Several countries have expressed an interest in promoting the sale of 
United States dairy products. However, they feel that to promote 
the sales of dairy products for a short time and then to stop, would 
result in a more adverse political reaction than would result in never 
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starting the program. Wherever new markets are to be created, this is 
true—not only for dairy products, but for wheat, cotton, vegetable oils, 
and other products. 

We recommend, therefore, that it be made clear that the Secretary 
of Agriculture has the authority, when developing new markets, to 
enter into arrangements for supply extending over several years. 
Such supply arrangements should be coupled with the following use 
of the acquired currencies: Help establish merchandising facilities for 
the farm products; and help to create the ability to earn foreign ex- 
change and finally to use the currencies to buy basic materials for the 
supplemental stockpile. These actions moult help create continuous 
foreign markets. 


4. USE OF FOREIGN CURRENCIES 


There has been some confusion as to whether the currencies were to 
be used as additional aid to a country or should be used to increase pro- 
duction for export, expand trade, and return the maximum to the 
United States in dollars or materials. The 1955 American Farm Bu- 
reau policies state : 

These foreign currencies should be used by the Export-Import Bank as a re- 
volving fund for expanding international trade and for short-term loans for 
economic development until their value can be returned to the United States in 
dollars, or materials complementary to the economy of the United States, or for 
payment of our obligations abroad. These foreign currencies should not be used 
to supplement foreign-aid programs in ways not authorized by Congress. The 
use of currencies should emphasize the building of continuous foreign markets 
on a sound basis. 

We believe that a substantial part of the frozen assets of CCC can be converted 
into working assets needed to increase the ability of foreign countries to earn 
foreign exchange. We recommend that the authority to sell surpluses for foreign 
currency be expanded, so long as the currencies can be used for constructive 
purposes. 

To achieve this objective the intent of title I needs to be clarified as 
recommended above. Furthermore, two of the important uses for the 
currencies need clarifi¢ation and interpretation. 

Section 104 (e) authorized the use of foreign currencies “for pro- 
moting balanced economic development and trade among nations.” It 
should be made clear that balanced economic development means to 
promote those export products in a country which have competitive ad- 
vantages in international trade and which increase the foreign ex- 
change earnings of that country. 

In this way a country would become able to finance imports of all 
products that increase the standard of living because of increased for- 
ign exchange earnings. 

t has become clear in the operation of Public Law 480 that a rather 
substantial proportion of the funds will be used under the authoriza- 
tion of section 104 (e), particularly in the underdeveloped areas of the 
world. This is to be expected. 

However, there has been some misunderstanding as to the use of 
the repayment of these loans. We believe it should be made clear that 
repayment proceeds are authorized for all of the uses provided under 
section 104 rather than for 104 (f) only. 

Section 104 (g) provides— | 
for loans to promote multilateral trade and economic development, made through 
established banking facilities of the friendly nation from which the foreign cur- 
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rency was obtained or in any other manner which the President may deem to be 
appropriate. Strategic materials, services, or foreign currencies may be ac- 
cepted in payment of such loans. 

The National Advisory Council has decided that these loans shall 
not be used “to promote multilateral trade.” This decision obstructs 
the act’s objective of expanding continuous foreign markets for farm 
products. 

For example, Japan is currently the best foreign market for United 
States cotton, wheat, and soybeans. To expand and continue the 
Japanese market requires the working out of a repayment program for 
Japan. Fifty-five percent of United States imports are industrial 
raw materials. Japan does not have exportable quantities of these 
industrial raw materials to pay for imports from the United States. 
Thirty percent of United States imports are supplemental and com- 
plementary agricultural products, such as coffee, tea, spices, wool, 
sugar, and the like. 

Japan does not have the resources to repay the United States in this 
category. The remaining 15 percent of United States imports are 
highly competitive. Japan cannot expect to compete in the United 
States market for large quantities of these products. 

Therefore, the opportunity for continuing and expanding the mar- 
ket for farm products in Japan depends upon working out multilateral 
trade arrangements with other countries that are in a position to ex- 
port industrial raw materials or a complementary agricultural product 
to the United States. 

Attached is a chart showing “United States Raw Material Require- 
ments Projected to 1975.” 


(The above-mentioned chart follows :) 
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Mr. Garnett. The soundest possible basis for expanding a continu- 
ous market for farm products in Japan is based on the United States 
potential import of these raw materials. They are not found in ex- 
port quantities in Japan. Many of them are available among the 
countries of south and southeast Asia. 

Section 104 (g) was intended to provide for multilateral transac- 
tions to develop the trade of such countries as Japan upon United 
States imports of such raw materials. 

We believe this subcommittee should recommend that sufficient 
authority be provided in Public Law 480 to facilitate multilateral 
trade arrangements. This could be accomplished by interpretation or 
amendment to section 104 (g) or to provide authorization to purchase 
raw materials without regard to origin. 


5. EXEMPT COMMERCIAL SALES OF FARM PRODUCTS FROM CARGO PREFER- 
ENCE ACT 


The principal foreign customers for United States farm products 
are maritime nations who maintain their own merchant marine. Two 
important congressional enactments for expanding markets for United 
States farm products are the Export-Import Bank of Washington and 
Public Law 480. 

Public Law 664, the Cargo Preference Act, requires that at least 50 
percent of the exports of farm products financed by loans of the Ex- 

ort-lmport Bank or through currency arrangements under Public 
ta 480 must be shipped in United States-flag commercial vessels. 

This act limits American agriculture’s use of the Export-Import 
Bank by demanding that, in order to borrow money, customers must 
use scarce dollars to pay for higher cost transportation service which 
they do not need and do not want. This is not the way to build mar- 
kets and improve customer relations, 

We believe that Public Law 480 should be used to expand and create 
continuous foreign markets for United States farm products. This 
should include improving United States relations with foreign cus- 
tomers. The Cargo Preference Act requires that 50 percent of all 
farm products sold under Public Law 480 must be moved in United 
States-flag commercial vessels. 

It is estimated that the cost of this requirement will amount to about 
10 percent of the sales. The implementation of the Cargo Preference 
Act will require the Commodity Credit Corporation to pay an esti- 
mated $40 million in fiscal 1955 for transportation services which 
most customers do not need and do not want. 

We believe in a strong merchant marine. If a subsidy is needed to 
maintain a strong merchant marine, it should be considered on its own 
merits and the cost distributed equitably over the entire population. 
The cost should not be borne disproportionately by American 
agriculture. 

We oppose cargo preferences to United States-flag ships which impair the com- 
petitive sale of United States farm products in foreign markets. 

We, therefore, urge that this subeommittee recommend that exports 
of United States farm products financed by the Export-Import Bank 
or sold under title I of Public Law 480 or the CCC charter, but which 
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otherwise must compete on a price basis in foreign markets be ex- 
empted from the provisions of Public Law 664. 

Furthermore— 

We recommend that United States farm products be offered for sale in world 
markets without regard to destination wherever it will advance the welfare and 
freedoms of the people of the United States. 

We believe that the adoption of the foregoing recommendations will 
be helpful in expanding continues foreign markets for farm products. 

Senator Scuorrren. You say that the National Advisory Council 
has decided that the loans, “shall not be used to promote multilateral 
trade.” 

What explanation have you obtained from that committee, if any, 
or that Council, if amy, as to why they have not seen the desirability of 
doing that? 

Mr. Garnett. I do not know why they have done that. I did get 
a general understanding that they were afraid that this might result 
in exports, for example, from Japan, which might be criticized as 
being competitive to United States industrial exports. 

If Japan is to continue to buy these tremendous quantities of agri- 
cultural products that she is now buying, she must be able to work out 
some repayment procedure. Fifty-five percent of the United States 
imports are industrial raw materials, and Japan just does not have 
exportable resources in that category, so she cannot pay for them with 
industrial raw materials. Another 30 percent of the United States 
imports are supplementary and complementary agricultural products. 
Japan is not in position to pay in those. The remaining 15 percent 
are either highly competitive or highly protected by tariff in this 
market. I think there is little likelihood that Japan will be able to 
earn enough in this small category of finished industrial produets to 
_ enough to maintain her imports of United States agricultural 
products. 

In this chart that I referred to here, that is titled “United States 
Raw Materials Requirements” you will notice, they are estimating an 
increase in imports of bauxite of 358 percent. cobalt of 340 per- 
cent. Those are expandible imports. They are products that we will 
need in increasing quantities. 

These are some of the products that can be developed and imported 
through South Asian ae Southeast Asian countries. 

Senator Youne. In your statement you make no mention or at least 
I have not noticed any, as to how much we have done by way of exports 
through the use of barter arrangements. 

I think the provision in Public Law 480 has been utilized to a con- 
siderable extent in disposing of surpluses, has it not? 

Mr. Garnett. That is right. We think that is a very useful device. 

Senator Youne. I would think so especially in acquiring the metals 
or the raw materials which you show on your chart. I think most of 
those could be exchanged for our surpluses. 

Mr. Garnett. Yes, sir; there are two limitations on barter trans- 
actions that might be considered. 

One is that we have now had a decision from the Attorney General 
that we cannot even barter farm ucts with Iron Curtain countries. 
The American Farm Bureau ve that when we get value received 
for wheat or any other product such as a good mineral it is in the 
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interest of the American people and we should go ahead and make the 
trade. 

Senator Young. I agree thoroughly with you and I cannot under- 
stand that attitude. 

Mr. Garnett. If you may just take the time, I can say this, in Public 
Law 480, section 303 clarifies and expands the barter authority and 
304 limits the trade under Public Law 480, to friendly countries. 

Therefore the Attorney General decided use of the barter authority 
and sale for foreign currency to any Iron Curtain country is pro- 
hibited. We do not think that is right. 

Senator Young. I question who would get hurt the worst in the end, 
the United States with all of its surpluses and economic problems that 
would flow from them, or Russia, with shortages, or even the satellite 
countries. 

I believe like you do, if we can change some of our surpluses for 
some materials that we are short of, it would be about an even trade. 

Mr. Garnett. We believe that it would be advantageous to the 
United States to barter. 

In other to do that now the Congress would have to make an amend- 
ment to exempt section 303 of Public Law 480 from the limitation of 
section 304. 

Senator Younae. As I recall, Germany was quite prosperous just 
before World War II and that they accomplished much of it through 
barter deals in South America and other countries. They did not 
have a currency that was worth very much but they were able to do a 
big trading business with foreign countries through barter arrange- 
ments, 

Mr. Garnett. I might add that the Germans were taught how to 
do that very well, and that the German policy today is directed under 
the same principles. They are using their capacity to consume agri- 
cultural products as a means of pushing their industrial exports into 
foreign markets. : 

Senator Youne. Doing it very effectively. They are not the only 
ones. Many other countries are using barter arrangements rather 
than use currencies. 

Mr. Garnett. It is through bilateral trade arrangements more 
than barter. It is definitely Seung an adverse effect on the exports 
of the United States farm products. 

Senator Youne. That is unless we want to do business in approxi- 
mately the same way I do not know how we will get our share of the 
world trade. 

: - Garnett, Public Law 480 does give us some latitude in that 
eld. 

Senator Youne. I would like to ask one question about your state- 
ment with reference to the third paragraph on the first page. I note, 
we have made great efforts to adjust our production to lower demands. 
Our prices have dropped. We have imposed produetion controls on 
wheat, cotton, corn, peanuts, tobacco, and rice. 

Here is the paragraph, the sent2nce that I want to particularly call 
your attention to: 

Despite these efforts the Government has accumulated about $7.5 billion 
worth of surpluses, 


The Government does not own $7.5 billion? 
60149—55—pt. 2-——_-7 
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Mr. Garnett. No, sir. That includes the inventory plus the loan 

Senator Youna. Plus the loans? 

Mr. Garnett. That statement I agree, Senator, should be changed. 

Senator Youna. Then, too, most of the surpluses of wheat and 
cotton, have been accumulated or were accumulated before acreage 
quotas were applied ; is that right ? 

Mr. Garnett. Yes, sir. 

Senator Youne. We are about holding our own now. I mean, we 
are about producing what we can get rid of right now. 

Mr. Garnett. I believe, sir, that we have increased this total CCC 
investment by approximately $2 billion in the last year if I am not 
mistaken. 

Senator Youne. Dairy products, and other commodities, too? 

Mr. Garnett. Yes. 

Senator Younes. I think in wheat, it was estimated of the 1954 
production there will be a disappearance of approximately the same 
amount as we produce, maybe 50 million bushels less than our total! 
production of last year. I think cotton is about in the same situa- 
tion. That our production will be around 950 million bushels and 
our disappearance on wheat for domestic uses, seed, and exports will 
be about 900 million. 

Mr. Garnett. I do not have the exact figures in mind. 

Senator Youne. As I recall, those were about the figures that we 
were given, 

Mr. THompson. You are on the wrong side of the margin. We ac- 
cumulated about 59 million additional bushels of wheat and a quarter 
million additional bales of cotton, production over exports and 
domestic consumption. 

Senator Youne. It is nearly in balance. That is -what I meant to 


say. 

The production controls should have been put on a year before—at 
least a year before. 

Senator Scorr. Thank you very much. 

We will hear from Mr. Newsom next. He is master of the National 
Grange. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. Mr. Chairman and members of the committee, I ap- 
preciate very much the privilege of appearing here this morning to 
present the views of the National Grange. 

The National Grange is pleased to see this committee place such a 
high emphasis on the needs for expanding markets, domestic as well 
as worldwide. A changing, shifting, dynamic agriculture will either 
sell its way out of the surplus problem or face spiraling, expanding, 
and unsound production cutbacks and other restrictions on production. 

It is oversimplifying the problem of agriculture to say that it is 
merely a matter of adjusting supplies to demand. If we are to make 
a real attempt to solve the problems of agriculture, we must consist- 
ently work toward expanding outlets. This will require the use of 
many different techniques and the application of different programs 
to meet the needs peculiar to the various commodities. 
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It would be difficult for us to present our conception adequately 
of the things that need to be done and the general direction we must 
take without first pointing out that it is our conviction that the so- 
called farm-surplus problem of America stems from certain changes 
in relationships between the United States and the other nations of 
the world which have taken place during and since World War I. 

Prior to that time, the United States had been a debtor nation and 
the matter of dollar exchange for trade with the United States for the 
yurchase of our farm products was no problem. After the United 
Gtates became a creditor nation and exchange difficulties for foreign 
countries arose, our agricultural exports began to decline. In addi- 
tion to this, policies have been followed for the past 20 years which 
have served to price our agricultural commodities above the world 
price level and we have, therefore, tended to price ourselves out of the 
markets of the world. This in turn has served to stimulate foreign 
production by making production that would otherwise be uneconomic, 
profitable. 

We in the Grange have been grateful for, and have supported, the 
development of most of the policies dedicated to assisting agriculture 
and our economy as a whole, as well as those policies which have been 
of assistance to the export of agricultural commodities, but we feel 
that these policies have been inadequate in the sense that they have 
not provided the means for solving or correcting the basic proposition 
that has led to shrinking markets outside the United States. 

In a great many periods during the last 30 ca our farmers have 
suffered economically despite the existence of an excellent market at 
home. The present period starting in about 1948—with the exception 
of the interruption during the inflated period of the Korean war— 
is typical of this sort of situation. 

Our domestic market is and always will be our principal market 
and, of course, must be preserved and expanded. In many cases, it is 
the only market available to our agricultural producers. It promises 
to be an expanding one on the basis of population increases alone. But 
excellent as it is or may be, we cannot ignore the world market. Amer- 
ican farmers are entitled to access to the markets of the world on the 
basis of their comparative efficiency of production and quality of 
products for market. 

Some of the policies which we are following in an effort to stabilize 
agricultural income i to us to be short-sighted in that they have 
been oblivious to the basic fundamental fact that American agricul- 
ture cannot p r under present circumstances, at least without 
having access to the world market for approximately 10 to 12 percent 
of its total production. 

I do not know of anybody that has underlined this basic fact any 
more vividly than Clarence Randall a few months ago and you prob- 
ably recall his address, before his colleagues in the National Associa- 
tion of Manufacturers, when he pointed out that he knew something 
about the steel business and that the decline in steel sales was directly 
attributable to the declining farm income, The only difference be- 
tween the steel industry and all other nonagricultural industries in 
America is that they just get it a little bit quicker than some of the 
other industries. 

_I think that this fundamental fact is just one that we cannot pos- 
sibly overemphasize. 
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As the members of this committee know full well, in the case of 
wheat, we must export far more than 10 or 12 percent of the average 
crop if we are to stay out of trouble. 

or cotton, it seems clearly necessary that we think in terms of ex- 
porting apEsrenoeeee! one-third of the crop. In the case of rice, 
it is even a larger percentage of our total production that we need to 
export unless we are to condemn agriculture to a policy of trying to 
shrink our production by comparable amounts in these commodities. 

To say only that we have priced ourselves out of the world market 
is to treat the subject matter altogether too lightly. The truth is that 
we have completely ignored the basic right of American paoevaars of 
products such as wheat and rice to compete realistically, but nonethe- 
less fairly, in the markets of the world. 

Senator Young. Is it not true with respect to wheat, every major 
wheat producing country in the world, even most of the minor ones 
have a price-support program of their own in which they maintain 
a rather high price for domestic use and a lower price for world 
consumption ¢ 

Mr. Newsom. I think so far as I know that is at least generally true. 

Senator Youne. I do not know of a single country that does not 
have a two-price system. 

Mr. Newsom. I know that you gentlemen became about as weary 
of some of the criticisms that are directed against the United States 
as I have been from time to time, but last summer I heard a criticism 
that I think we cannot brush off, namely, that America has been so 
completely isolationist in its agricultural policies as well as its foreign 


trade policy that we are eee, responsible for a certain number 


of bankruptcies around the world in cotton production. And they 
can substantiate that to a large extent because they point out that 
we have not only been unrealistic in our price-support policies here 
to the extent that we have caused that fine American fiber, Senator 
Scott, to be priced out of the market but we have actually gotten 
to the place we are nothing more or less than residual suppliers in the 
world market. 

Then they pointed to the export embargo that we placed on cotton 
in 1951 when world cotton prices went to 80 cents a pound and we 
kept our cotton at home which kept the price down to the 40-cent 
figure. 

er am not making an issue out of that now except to say they are 
refusing and thereby encouraging uneconomic production of cotton 
around the world and a year or so later when we had to sell, when 
the supply became more abundant, we, in turn, were effective in 
helping at least to have a hand in the bankruptcies that were created 
by reason of the encouragement of that uneconomic production of 
cotton. 

I think there that their criticism is a little bit far-fetched so far as 
the criticism against America is concerned, but I say I do not think 
we can brush that one off. 

Senator Youne. Let me tell you of a little ience I had. I 
think in 1950 or 1951 I attended the World Food and Agricultural 
Conference in Rome, Italy, as one of the United States delegates. 

One of the agricultural people from Belgium and Switzerland, 
I think the other country was Holland, wanted to have dinner with 
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Congressman ae and aa and 2 or 3 others. Their problem was 
this: They said the United States helped increase their production of 
dairy commodities and other things. Now they wanted us to help 
them get rid of these surpluses. They thought in fact it was sort 
of implied obligation on our part to help them get rid of the surpluses 
after we hebpell them build up their production. 

Mr. Newsom. Yes,sir. I mentioned Mr. Randall’s statement because 
[ just want to interject right here that this matter of evolving a sound 
and realistic foreign economic policy or foreign-trade poe is one 
of the subject matters that is claiming major attention of the Grange 
and a great many other people in agriculture. I only want to suggest 
to this committee that you simply cannot in any manner at all divorce 
that particular subject matter which I guess is largely in the juris- 
diction of the Senate Finance Committee right now from the subject 
matter that is before this particular committee. I do not know that 
it is appropriate to say so here, Mr. Chairman, but I earnestly hope 
that we will find that every single member of our own Committee 
on Agriculture and Forestry here looks very sympathetically on the 
testimony that we presented over at the Senate Finance Committee 
in support of this H. R. 1. 

Although TI have covered some of the same territory here, it just 
seems appropriate to suggest that you might want to take that par- 
ticular testimony into account in your deliberations on this particular 
subject. 

Sonaiie Youne. I could look a lot more kindly toward H. R. 1 if 
we had somebody on that Tariff Commission that had a farm back- 
ground or was & Yittle more sympathic towards agriculture. 

Mr. Newsom. I know what you mean. We have real reasons. I 


think I know what you mean, let us put it that way—we have some 

real reasons to be somewhat dissatisfied with the administration of 

this whole reciprocal trade agreements program thus far. I firmly 

believe that this atta Fort can be improved, We prefer 
e 


to have the authority extended so that we will have a chance to live 
with it and perfect it as much as possible. 

Senator Youne. This Tariff Commission ? 

Mr. Newsom. We are foolish enough to be of more influence in 
the future than we have been in the past on the administration of 
this program. 

Senator Young. This Tariff Commission has a tremendous amount 
of influences on the world trade and economic stability of various 
segments of our economy. Agriculture it seems to me is so impor- 
tant to America, that we ought to have at least one representative on 
that Commission. 

Mr. Newsom. I agree with you. 

Senator Youne. far as I know, they are all businessmen, 
economists, or some other thing. 

Mr. Newsom. Maybe we can make a more vigorous effort. I am 
glad to have your suggestion. We will tvy to follow it through. 

had better not digress too far here. I will consume more of the 
committee’s time than I should. 

The recipe for expanding agricultural income, which we believe is 
a fundamental necessity and integral part of the kind of expanding 
total American economy that we believe is both desirable and possible, 
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necessarily depends upon programs which will permit increased 
foreign trade. 

In our opinion, there is not much likelihood of reaching the goal 
of a $500 billion United States productive economy, unless we can 
reverse this factor of declining farm income, 

We are thoroughly convinced that the matter of expanding trade 
on the basis of efficiency, and economy of production of the various 
commodities, is a major ingredient in the prevention of surpluses and 
the expanding of agricultural income which we seek. 

There is no single program or device which will solve the problem 
of surplus conditions as they exist with respect to agricultural com- 
modities in total. Because the surplus conditions and the problems 
of the various commodities are different, the Grange has strongly 
advocated the necessity of a commodity-by-commodity approach if 
we are to make real progress in the direction of moving our surpluses 
to market and preventing their accumulation in the future, 

The factors and problems affecting tobacco, for example, are not 
the same as those pertaining to cotton. Likewise, the problems of 
cotton and tobacco are quite different from those of wheat. 

Tobacco apparently is able, at present, to enter the markets of the 
world at prices in line with domestic prices which are supported at 
90 percent of parity. 

Production is kept in approximate balance with market demand 
through the application of controls. While tobacco faces competition 
with foreign tobacco, domestic tobacco has certain unique character- 
istis which find no substitute in foreign production. 

It cannot be overlooked, however, that substantial quantities of 
tobacco exported in recent years have been financed with funds made 
available through our ECA, Mutual Security Act, and other tem- 
porary programs, Thus, the problems affecting tobacco may be quite 
different when these funds no longer exist to aid exports, unless, of 
course, the countries receiving assistance under these programs have 
adequate dollar exchange to continue the purchases desired. 

The problem of cotten is extremely complicated because of increased 
competition from foreign growths and the competition it is facing 
from synthetics. 

While it appears possible to make reasonable production adjust- 
ments to remove part of the surplus conditions and at the same time 
sustain price by controlling volume, it is quite another thing to main- 
tain or expand markets by such action if the commodity is priced above 
foreign produced cotton of comparable quality. Neither dare we ig- 
nore synthetics. 

Although cotton appears to be moving freely into world markets 
at the present time at prices in line with domestic prices, it must be 
continually borne in mind that the price of a commodity like cotton 
must be competitive if world markets are not to be lost to foreign 
cotton and synthetics. 

Probably the most effective way at the present time to meet. the 
cotton surplus conditions, in addition to what is presently being done 
under the production adjustment controls and sales in foreign mar- 
kets for local currencies, et cetera, is to develop purchasing power in 
foreign markets through a sound foreign international trade policy, 
and in establishing conditions which will make possible the convert- 
ibility of currencies. 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENBRAL 383 


We believe that there are also great possibilities for expanding cot- 
ton consumption throughout the world through promotion programs 
similar to those which have been conducted in this country, and that 
foreign currencies received under the Foreign Trade Development 
and Assistance Act might effectively be used for these purposes. 

The Secretary of Agriculture very recently states that our biggest 
problem is wheat and that rice is our No. 2 problem. He pointed out 
that the 1955 wheat-acreage allotment has been reduced to 55 million 
acres, the minimum provided by law, compared with a 1954 allotment 
of 62 million acres. 

This compares with an acreage in 1953, when no acreage allotments 
were in effect, of 78 million acres. The Secretary stated that with 
record supplies of wheat on hand, the acreage allotment had it not been 
for the statutory minimum would be only about 19 million acres. 

He also stated that with the allotment at the minimum provided by 
law, our total wheat supplies next year probably will be greater than 
they are now. That is indeed a dismal picture which the Secretary of 
Agriculture has painted for the wheat farmers. 

Instead of pointing to a solution, it suggests even larger surpluses 
to plague the wheat farmers and our economy generally. This is a 
problem which we think demands immediate action toward finding a 
solution. 

It must be extremely discouraging for the wheat farmers of the 
Nation to hear representatives of the Department of Agriculture 
testify as they did before the House Committee on Agriculture that 
the Department does not contemplate making any further major 
recommendations to this session of Congress and indicated that the 
Department intended to rely principally on flexible price supports, 
which we do not believe even begin to solve the problems of commodi- 
ties like wheat and rice. 

The reduction of price support to 8214 percent of parity will not 
expand consumption of a commodity hke wheat, the demand for 
which economists say is “inelastic.” Thus, income to wheat farmers 
will be further reduced without any corresponding increase in the 
volume marketed and without any progress being made toward re 
ducing the wheat surplus. 

The same general situation is true with respect to rice. 

In the opinion of the Grange, the most effective day to attack 
the surplus conditions affecting wheat and price is to modify the do- 
mestic programs in such a way as to permit producers of these com- 
modities to gain access to world markets and also to an enlarged 
domestic market. 

The Grange has strongly advocated the adoption of a two-price 
certificate program for commodities like wheat and rice, which we 
believe offers the most hope of any program that we now know of 
toward effecting a solution of the wheat and rice problem. 

Its adoption would be a big step toward the oft-repeated objective 
of giving farmers less control and greater freedom. It would open 
markets so that our present surpluses could be consumed and their 
accumulation prevented in the future. 

It would indeed be a long stride in the right direction, if we really 
seek to get the Government out of the wheat business and give Amer- 
ican producers of wheat and private trade a chance to gain access to 





384 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


world markets and to new domestic markets on a truly competitive 
basis. 

It would also serve to alleviate some of the problems of livestock 
and poultry producers, who are operating in a free market, by permit- 
ting them to buy feed wheat on a free, competitive basis, thereby 
expanding total markets. 

Although we know that there is a very great potential market 
for farm products abroad among populations of underdeveloped 
areas, we must recognize that this demand does not and never has 
represented commercial demand. 

The problem of developing farm markets in these areas on a com- 
mercial basis is necessarily related closely to the progress which is 
made through other problems designed to develop such areas economi- 
cally, which is necessary before they can become truly mutually 
beneficial markets. 

Although we know that there is a very great potential market 
for farm products abroad among populations of underdeveloped 
areas, we must recognize that this demand does not and never has 
represented commercial demand. The Po of developing farm 
markets in these areas on a commercial basis is necessarily related 
closely to the progress which is made through other programs designed 
to develop such areas economically, which is necessary before they 
can become truly mutually beneficial markets. 

The matter of increasing the commercial demand in other areas of 
the world also rests upon the success of our ability to develop and 
conduct a coordinated foreign economic policy which seeks to develo 
the entire level of international trade consistent with our nationa 
interest. We are of the opinion that there is much progress that can 
be made in this direction both through legislation and in improved 
administration of present programs. We doubt whether sufficient 
attention and consideration has been given in carrying out the various 
international programs toward the objective of developing and assist- 
ing other areas of the world in a mannar so that they will supplement 
and be compatible with our own economy. 

We feel that in instances, these programs have been responsible in 
part for the development of agricultural production and related in- 
dustries which are directly competitive with our domestic production 
which tends to discourage, sablate than encourage, mutually bene- 
fiting trade between our country and such nations. 

That applies exactly to the point you raised just a moment ago. 
I have been sorely distressed a few times to hear in public service 
board meetings and the OEC and the MSA, serious proposals although 
not very well thought out in, my opinion, that we do such things 
as stimulate wheat consumption in Honduras because they need more 
bread grain. Why in the world we have not been more realistic and 
seek out the potential products of a place like Honduras that will 
complement our total economy and then recognize that we can prob- 
ably produce the wheat and trade it to them for something that they 
can produce efficiently, is a thing that I just am not able quite to 
understand. We just have not been very farsighted. That is what 


we are trying to say. 
It is the belief of the G that, as a nation, we have been too 
reluctant to experiment with the use of new devices for developing 
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trade, such as the use of a sound and effective tariff drawback, which 
would make the American market accessible in some reasonable pro- 
portion to increased foreign markets that may be made available to 
natural or normal American agricultural exports. 

It is the policy and recommendation of the Grange that we adopt 
programs which will permit our farmers to enter the markets of the 
world on a competitive basis, even as we must continue to provide an 
adequate price level in the domestic market, and that we put vigorous 
emphasis on all reasonable methods that offer promise of success in 
the direction of expanding markets and increasing trade. 

The exact relationship between agricultural income and the total 
national prosperity, or the gross national product, may be changing, 
but a continued downward trend in farm income will inevitably have 
serious adverse effect on the total American economy. 

Every citizen of the United States, therefore, must have a genuine 
interest in adequate markets, in point of both price and volume, for 
our agricultural output. 

Senator Scorr. Thank you. 

Do you have an questions, Senator Schoeppel ? 

Senator Scuorpren. No, sir, I think that is a good statement. 

Probably someday, after we have had sufficient hearings and have 
gone into this two-price system, we might be able to do something 
with it. 

Senator Young. I think you will eventually win on this two-price 
system at less for wheat. We are getting into more trouble all along 
now. Ithink you can find the same faults with a flexible price-support 
program as you can with any price-support program. Neither one 
of these gives any credit to the producer or any advantage for produc- 
ing higher quality wheat. 

That alone, unless it is corrected, is going to destroy the program 
whether it is flexible program or 90-percent program. I got a wire 
yesterday from a person, a friend of mine in Grafton, N. Dak. He 
wanted to know if a certain type of Canadian durum was eligible for 
price support. They wired back and said it was eligible for price 
support. 

In checking I find that the quality of that particular type of 
durum—it is a black chaff type durum—was very low. There should 
not be any price support on that at all in my opinion. It is the same 
price support on that that they have on the top quality durum. 

So long as you keep on with a program of that kind, it will wreck 
this program. 

When it is wrecked maybe more consideration will be given to your 
program. 

Mr. Newsom. Of course the difficulty that we face in attempting to 
put any realistic or sound program into operation is that we are 
going to have to start from where we are right now. 

I mean to say we will have to start in the face of the present Gov- 
ernment-held stocks. That makes it very difficult to make any real- 
istic program operate without some unusual restraints and controls. 

By the way, we will of cours: face the same sort of difficulty under 
the present legislation if we suddenly wake up here this summer with 
an adverse vote on wheat-marketing quota referendum, because then as 
T understand the Jaw and you gentlemen will know the facts a great 
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deal more intimately than I do, the price support level drops to 50 
percent of parity. When we do that with the Government sitting 
on top of its present stocks, then it takes some pretty fast foot work to 
keep from completely disrupting the world market, will it not, and 
we recognize that there is real difficulty about starting a program 
wherein we have competitive prices with only such protection on that 
lower price level as the Secretary deems to be essential to protect the 
interests of others or to give reasonable protection to world markets. 

We have to do that sort of thing in the face of our present stock. 
There is not any question about it. 

I say we recognize the difficulty that is involved there, but the only 
way we can have a less difficult situation is to start with a program 
that at least will tend to correct this situation because the longer 
we put off modification of the present program in some manner or 
other, the worse the situation will be. 

We just do not see any alternative at all except to modify the pro- 
gram for wheat just as quickly as we can get widespread agreement 
in Congress to do it. We had hoped that we could do it with the 
blessing of the Department of Agriculture. We have tried to get that 
blessing over the past several years, not just the last 2 or 3 years. 
The last 6 or 8 years we have attempted to get it. We have not been 
able to get it. 

Unless somebody can tell us that there is something definitely 
wrong with our program that nobody yet has told us is wrong with it, 
we will have to win, Department of Agriculture or no Department 
of Agriculture, one of these days. 

Senator Scnorrrer. I presume you have seen this article. That 
appeared in the Wall Street Journal last week. 

t was of course written in Geneva, where they have a series of 
conferences with reference to the foreign-trade situation. 

Obviously it will have its impact on H. R. 1. 

But that seems to indicate that even our foreign brethren, i - 
tive of the fact that they have been most generously and powntisnely 
the recipients of American tax dollars, think everything is wrong wit 
what we are trying to do, even when we try to protect the domestic 
market in this country. 

We are going to have to do some missionary work among our 
foreign brethren to make them realize that we have an economy in this 
country to protect. Of course, I presume that what they would like 
is American dollars in their trade channels. 

T have not seen too much disposition on the part of folks in many 
of these foreign countries to throw down any of their multilateral 
agreements and trade barriers that they exercise in so many ways, 
and that is probably one of the reasons why it has been a long, tedious— 
well, a patience-wracking program. We are probably prone to look 
too impatiently on this picture because as you have stated, we have 
to start on this surplus-disposal program in the face of mountainous 
surpluses and with our investment of tax dollars in it. 

If we draw out to remedy it, we would be accused of dumping and 
disrupting the trade markets of the world. So I think we must gear 
ourselves in our thinking to a readjustment period, not for a period 
of a year but maybe over a period of the next 3 years or something like 
that, or4 years. Do you agree with me on that? 


an nee aa. af a. a os. oe 
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Mr. Newsom. I certainly do. I do not find that right now, but 
that is exactly the reason for our insertion in this statement today 
another reference to the potential value of such instruments as a 
tariff drawback. I can even envision much more progress toward a 
more profitable and a freer trade pattern in this country through 
bargaining processes, where you can attach some clearly apparent 
benefits on both sides, than you can ever by an academic broad ap- 
proach on tariff restrictions. 

For example, if we could use the mechanism of a tariff drawback 
which we, in the Grange, have now chosen to refer to as a trading- 
certificate mechanism—to provide access to a United States market 
in direct proportion to the market that becomes available to American 
farm producers, in this case, it would work for other commodities 
too—but I am now talking about farm commodities—then I think we 
could make some real genuine progress. 

For example, suppose we establish a value on a trade certificate 
in the nature of a tariff drawback, which will award to the exporter 
of American wheat or American cotton this certificate with a value 
in the amount of the theoretical tariff that we have—it is 21 cents a 
bushel now on wheat—suppose then we say to you, as an exporter, Sen- 
ator, of American wheat—we are going to give you a trade certificate 
worth $210 for every thousand bushels of wheat that you export—that 
that trade certificate will be redeemable only as payment of import 
duties, for some commodity that might be designated by, well, I would 
use the United States Tariff Commission if I did not have the same 
misgiving about the Tariff Commission behavior that Senator Young 
has expressed. I think we might need to create a trade-expansion 
commission or something of that nature to determine the commodi- 
ties upon which these certificates would be usable or redeemable as 
payment of import duties. 

What I am trying to say is that if Japan, for example, buys a 
certain amount of American cotton—they would be creating some 
national income here in the United States that did not exist prior 
to the sale of that cotton. It seems entirely reasonable and appro- 
priate to me therefore that we might well develop some sort of a 
device, like the one that I am talking about, that would give to 
potential exporters from Japan access to a portion of this new United 
States income that was created by the purchase of that cotton. 

Then, don’t you see, we have a bargaining process wherein we have 
got mutually profitable trade expansion, gearing the imports of some- 
thing or tinue designated by our Trade Expansion Commission or 
Tariff Commission, if we can remodel the thing to suit us—to the 
otherwise presumably nonmarketable agricultural-export cotton. 

Everybody will profit in the deal. 

I have an awful lot more faith in the real future of this kind of a 
bargaining process than I have in any 5-percent-per-year reduction in 
tariff rates, so far as that is concerned. 

I would like to have the door opened to the executive branch of 
Government to try again to sell them to this type of trade-expansion 
device, because that is the way out of this problem. 

We are using, as the previous witness said, a lot of import commodi- 
ties in this country. Why in the world we do not gear our trading 
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program so as to actually do some bargaining and expand trade is the 
thing that I just cannot understand. 

I confess to you that this may be a very vague explanation that 
I have given, but I hope that it gives you some indication of the type 
of thing that we think can be developed. 

Senator Youna. I think we might be more reconciled to a program 
of that kind if the people who ete charge of these programs, the 
people who have charge of the Department of Agriculture, and in 
other top positions of Government, would give more recognition to 
what apparently you and I believeto be a fact; that is, this Nation 
cannot be prosperous without a prosperous agriculture. If they recog- 
nize that one thing, I think we will have a chance of getting further. 

Mr. Newsom. I think we are making some progress here and there 
on forcing a realization of that fundamental fact, but I confess that 
there is an awful lot of source of discouragement here. 

We have some mutual friends whose names would probably shock 
you that have told me, I think, with reasonable conviction that we 
now are only 1324 percent of the total American population and, there- 
fore, there may be some possibility of maintaining the American pros- 
perity without agricultural prosperity. 

It was that statement that I was trying to rebut by my closing para- 
graph here. I have not seen any evidence to support some of the efaims 
that the national gross product is 74, or some other figure, times the 
agricultural product. I think that figure has changed in my lifetime. 
It will probably continue to change. And, frankly, I think it is prob- 
ably well that it be changed. I just know that there is some relation- 
ship at least in direction here. 

I think it is idle conversation to talk about a $500 billion gross an- 
nual product in the United States in the near future if we do not re- 
verse this downward trend in agriculture. 

Senator Youne. If we do not reverse this upward trend in farm- 
operating costs, too, we will have serious trouble. 

I got a letter from one of my boys a few days ago. He said that 
plowshares of the kind they use last October sold for a little over $8 
a share, a 14-inch share. Now they are over $12 a share and if they 
want 2 sets of shares for their plows—you know every farmer should 
have 2 sets so he can sharpen one while using the other—would cost 
$192. One hundred and ninety-two dollars was a lot of money when 
I farmed back a few years ago. 

Mr. Newsom. Yes, sir. 1 don’t want us to be guilty of some of the 
same mistakes we think we have seen in some of our contemporaries 
that they overemphasized one particular thing and so sometimes I 
wonder if maybe we have tended to overemphasize the importance of 
confining our price-support program in the case of our major exports 
here to domestically consumed portions which program we referred to 
as our wheat-certificate-type program. It seems clearly apparent to 
me that we will have to do something of this kind or lower price sup- 
ports on these exports to a point where it will never be above world 
evel, which is no recipe to increased income under these circumstances 


as I see it, or we are going to have to do the even harder thing that 
we have alluded to here oa the Secretary pointed up so vividly in his 
statement on wheat—probable desirability of reducing wheat acreage 
to 19 million acres. 
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That is no recipe to correcting the downward trend in farm income 
in this country. : 

So I just say to you that it seems to me that there is complete com- 
pulsion about this matter right now of making up our minds how we 
can sustain agricultural income to the best possible advantage in this 
country and still not have Government being the major purchaser of 
our chief agricultural products. ; 

That thing has to come to an end because it destroys private trade. 
I have more confidence in private trade in this matter of market ex- 

yansion and market development than I have in any action which can 
be taken by your Government and mine. 

Senator Scorr. Thank you very much. That is very good. Unless 
there are some other questions we will go ahead with the next witness. 

Mr. Newsom. Thank you. 

Senator Scorr. I will have to leave at 12 noon myself. We will 
next hear from Mr. Baker of the National Farmers Union. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, for the record I am 
John A. Baker, assistant to President James G. Patton of National 
Farmers Union, the Nation’s fastest growing farm organization. Mr. 
Patton has directed that I convey to you his greetings and present the 
following statement. 

We submit for your consideration the following propositions, which 
we shall discuss briefly in our statement : 

1. The words “farm surpluses” have acquired a political connotation 
that has been used for propaganda purposes by opponents of adequate 
farm price supports. 

2. Xs a farmers’ farm organization, we place preservation and im- 
provement of the family farm pattern of agriculture as the keystone of 
the American farm policy arch. We urge enactment of Senate Joint 
Resolution 20 to restore the Nation’s historic policy in this regard. 

3. In the absence of effective measures to keep supplies in line with 
genuine demand, our family farm production in the United States 
will continue to expand more rapidly than population increases, and 
in the absence of etfective measures to greatly increase consumer pur- 
chasing power and exports this expansion of production will be more 
rapid than the growth of effective or dollar demand. 

4. Under these circumstances, America’s family farms face a future 
of dropping prices, falling income, reduced living standards, exhaus- 
tion of soil and water resources, used up capital assets and credit, real- 
estate tax delinquency and ultimately a nationwide wave of farm bank- 
ruptcies and foreclosure sales. 

5. We reject both the 75-90 and the 0-90 full flexibility sliding 
scales and so-called 2-price systems that would have the same effects. 
We urge, instead, support of farm returns at 100 percent of parity for 
the family farm production of all farm commodities. We do not 
believe that farm uptcy is an intelligent solution to the so-called 
surplus problem. 

6. A basic element of a policy for expanding use of abundant farm 
production is the restoration of an expanding full employrnent econ- 
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omy in this country to provide an annual economic growth of at least 
: percent or double the growth rate goal stated by President Eisen- 
ower. 

7. We believe the Congress should adopt a comprehensive statement 
of national food and fiber policy along the lines of Senate Joint Reso- 
lution 41, introduced by Senator Humphrey and other Senators, and 
referred to this committee. 

8. Governmental programs should be inaugurated to enable low 
income and other special groups of consumers to buy or otherwise ob- 
tain the food they need for adequate standard. These would be in 
addition to the programs for school lunch, fluid milk for schools, 
direct distribution to charitable and eleemosynary institutions, Armed 
Forces, and veterans’ facilities. 

Specifically we recommend enactment of S. 45, the domestic food 
allotment or stamp plan bill—by Senators Aiken, Young, and Hum- 
phrey—for application to all low-income consumers; or of S. 637— 
by Senator Kerr and many other Senators—for more restricted ap- 
plication of the same principles to the unemployed, the drought- 
stricken, and public-assistance recipients. 

9. We urge enactment of the International Food and Raw Ma- 
terials Reserve or Bank and of amendments to expand, extend, and 
broaden the purposes of the Agricultural Trade Development and 
Assistance Act. 

10. We are convinced that the so-called merchandising, advertis- 
ing, and promotion schemes, both domestic and. foreign, are little 
more than political window dressing designed to make a show. They 
are void of any great hopefulness for expanding markets for abun- 
dant farm production. 

11. The administration should be authorized and directed to use 
production or compensatory payments direct to producers, in com- 
bination with loans, purchases, and other methods of support, to 
allow greater quantities of produced commodities to flow through 
regular channels to consumers and exporters. 

12. The administration should be directed to use the authority it 
already has under the Commodity Credit Corporation Charter Act 
to sell CCC stocks for export at competitive world prices. 

13. When all of these measures have been put into effect, and to 
the extent they are, to use as much as possible of the abundant farm 
production of which America’s farm families are so efficiently ca- 
pe we believe that farmers should be provided by law with a com- 

ination of programs that they can use to keep supplies in line with 
expanded genuine consumer and export demands. This should in- 
clude: 

(a) Conservation acreage reserve—S. 1396 as introduced by Sen- 
ator Humphrey yesterday. 

(6) Retirement of pellindiagtotl lands from commercial produc- 
tion—by reactivation of the land-purchase program under the Bank- 
head-Jones Act of 1937—S. 1023 introduced by Senator Thye. 

Senator Youne. Would you want to elaborate on those two—(a) 
and (6)—just a little bit more? The conservation acreage reserve 
and so on. 

Mr. Baxer. I shall be glad to, The principle of the conservation 
acreage reserve is that after we have done as a nation all of the things 
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that we can persuade ourselves to do for a given year to increase 
consumption and exports of agricultural commodities, it does not 
make good economic sense or good conservation sense or any kind of 

ood sense to waste the energy and resources of America’s farm fam- 
ilies to produce something that cannot be used and sold. Therefore, 
the conservation acreage reserve would authorize and direct the Sec- 
retary of Agriculture each year before planting time to make a fore- 
east or estimate of how much farm acreage would be needed next 
year for commercial production, and by subtraction from the total 
number of acres, how much would be available for conservation acre- 
age reserve. 

He would then declare those acres unneeded for commercial pro- 
duction as a conservation acreage reserve. 

That would be allocated to States and States to counties and counties 
to farms so that each farmer would have a given number of acres in 
the national conservation acreage reserve. The Secretary would then 
be directed on a voluntary basis with respect to the farmer to offer 
that farmer a contract to rent those conservation reserve acres to the 
Government at the landlord’s customary share or at the usual cash 
rent for the type of production that land was in on the average in the 
immediately preceding 3 years. 

That wuld be to retire the poor acres too and build them up; that 
would be the tendency ? 

Mr. Baker. Yes; it would be an idea. The idea is to say we do not 
need this land this year to meet whatever extent we have been able to 
push demand to. Once we have it pushed as far as we can, we say the 
land that we do not need to produce for that market, let us improve it 
and save it. So far as any of us know we will need it. And in no 
event should we overthrow the concept of stewardship and say this 
unneeded land ought to be washed down the Mississippi River. 

Senator Youna. We had a program somewhat similar back in the 
thirties. The Government bought up what they called marginal land 
in some of the areas in the western part of my State and planted this 
land to grass and established grazing districts. That land cannot be 
broken up now. The ranchers share in its use for grazing purposes. 

Mr. Baxer. That is the one that is listed here under “B.” 

Senator Youna. That works out very well. There was a great 
demand to break this land up back when flax was $6 a bushel. That 
is probably, Senator red why considerable amount of land out 
your way was broken up. I think the program which you mention 
here has a great deal of merit. 

Mr. Baxer. Under A there is what amounts to a rental program to 
remove farm acres from commercial production. And B is the reacti- 
vation of the program that you are talking about. The purchase of 
marginal land in semiarid areas. 

Senator Scuorrret. How would you pay for this direct appropria- 
tion to the Department of Agriculture ? 

Mr. Baxer. Yes, A would require about between $300 million and 
$500 million dollars a year, according to our calculations. The best 
we can calculate, 

_ Senator Youna. If it does keep it from being blown, from blowing 
in some areas it would not cost too much for the Governiaent to acquire 
that land and put it back to grass. 
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Mr. Baxer. The radio this morning said that half of the already 
planted wheat in eastern Colorado blew away last night. 1 just heard 
that over the radio. I do not know what the figures are or how bad 
the blow was. It is blowing again right now. 

To continue with the statement : 

(c) Continuation in effect of existing acreage allotment and mar- 
keting quota legislation and expansion of such authority to other 
commodities including the feed grains, the oil seeds, milk and butter- 
fat, broilers and turkeys, eggs and meat animals. 

(d) Continuation of existing authority for farmers to make use of 
marketing agreements and orders and expansion of authority to other 
commodities where such devices would be useful. 

The Eisenhower sliding scale philosophy has already resulted in 
drastic slashes in farm price-support levels for milk and butterfat, 
feed grains, and oil seeds. The sliding-scale philosophy caused the 
Eisenhower administration to stand almost idly by and watch cattle 
prices drop to less than 70 percent of parity, egg prices to less than 
60 percent, and now hog prices are plummeting. The Eisenhower 
sliding-scale law had already dropped wheat to 8244 percent of parity 
for this year of 1955 and all basic commodities to a floor next year and 
following years of only 75 percent of parity—a fate that can be 
escaped a if more drastic cuts in production are accepted than we 
have ever known. 

The result in reduced farm income of this sliding-scale program has 
already punished farmers severely. Farm erie in 1952 averaged 100 
percent of parity. Now, in 1955, they are fluctuating between 86 and 
87 percent of parity, nearly 15 percent lower. 

arm operators’ realized net income—the best measure we know 
of economic opportunity on the farm—has dropped nearly a fifth 
since 1952: 

From $13.6 billion in 1952 to $13.3 billion in 1953; to $11.8 billion, 
seasonally adjusted annual rate, in second quarter of 1954; to $11.6 
billion, seasonally adjusted annual rate, in third quarter of 1954; to 
$11.1 billion, seasonally adjusted annual rate, in fourth quarter of 
1954; and the trend of farm income, gentlemen, is still down; another 
5 percent being predicted for 1955, unless Congress acts to stop the 
decline. 

We see no desire or inclination of the executive branch to do more 
than cushion the drop after it has reached a disaster level unless you 
— the sliding scale and enact mandatory supports at an adequate 
level. 

One of our deep convictions is that our Nation has no surplus farm- 
ers or surplus farm production. The Nation needs all the farmers 
it has. We should not take an economic bulldozer and push farm 
families off the land. Moreover, we know there are no surpluses of 
food or fiber over human need. 

There is a shortage of purchasing power, and a shortage of will 
and intelligence to set up a distribution system that will use our abun- 
dant production. 

The only so-called surpluses we have exist primarily in the propa- 
ganda of sliding-scale proponents and as the result of wrong methods 
of price support, failure to adopt or use distribution programs, and 
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refusal to implement a program of incentives to take temporarily 
unneeded acres out of commercial production. 

The so-called farm surplus is only about 4 percent of total produc- 
tion. Last summer over 40 percent of steel capacity was idle. 

As we figure it, national faa gross income in 1955 will be about 
<9 billion lower and farm operators’ realized net income will be at least 
$4 billion below what might be considered as a full employment level. 
Instead of a $40-billion market for goods and services farm families 
will have approximately $31 billion to spend. The detailed calcula- 
tions resulting in these estimates are given in exhibits A, B, and C. 
I request permission to have them printed in your record immediately 
following this oral statement. 

Senator Scorr. That will be done. 

Mr. Baker. Mr. Patton’s views concerning need for an annual 
national economic growth rate of at least 6 percent per year are given 
in detail in his statement to the Joint Committee on the Economic 
Report. ! 

Briefly, National Farmers Union favors a national prosperity pro- 
gram that will provide adequate farm price supports; raised minimum 
wages, sizable direct Federal appropriations for construction of 
schools, hospitals, slum clearance projects, highways and modernized 
airports; increased personal tax exemptions or their equivalent; and 
related programs that will promote economic growth through increas- 
ing consumer purchasing power. 

The historical record shows that when the national economy grows 
by less than 6 or 8 percent from 1 year to the next, farm prices and 
incomes almost invariably fall. This has been the history for the 


entire 45 years since 1910 for which adequate statistics are available. 
Instead of planning for an increase of 1 million in the number of 
nee by the end of 1955 as the adininistration is now doing, we 


should be planning to decrease existing unemployment by an economic 
expansion between now and December 1955 by at least an 8 percent 
rise in gross national product. 

Such action alone would greatly increase purchases of farm com- 
modities and reduce the severity of the so-called farm surplus problem. 

We shal] take your time on this occasion to discuss in detail only 
those propositions we have listed that bear directly upon the subject 
of these hearings. On appropriate occasions we hope to discuss the 
others in the list with the full Committee on Agriculture and Forestry 
or with the appropriate subcommittees, 

However, we feel it desirable to preface this statement with the 
entire list because we feel very strongly that food and fiber distribution 
programs can be intelligently discussed only within the context of a 
complete food, fiber, and farm income program. 

Mr. Patton’s thinking in regard to food and fiber distribution policy 
can be presented in no better way than to review with you the pro- 
visions of Senate Joint Resolution 41. 

We are convinced that the statement of “findings” in Senate Joint 
Resolution 41 expresses the major reasons for the need for a positive 
national food and fiber policy. 

I request that the text of Senate Joint Resolution 41 be printed in 
your record at this point in our statement. 

Senator Scorr. That will be done. 


60149—55— pt. 28 
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(S. J. Res. 41 is as follows:) 


{[S. J. Res. 41, 84th Cong., Ist sess.] 


JOINT RESOLUTION To establish a national policy for the production and utilization of 
food and fiber, so as to make full economie use of the productive capacity of United 
States farms to improve domestic nutrition and clothing standards and buttress the 
foreign policy of the United States 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this joint resolution may be cited as 
the ‘‘National Food and Fiber Policy Joint Resolution”. 


FINDINGS 


Seo. 2. The Congress finds that— 

(a) food and clothing supplies per person in many families in the United 
States and in many areas of the world are far below the minimum required 
for healthful and productive living; 

(b) the basic adequate food allotment for the average individual, with 
appropriate adjustments for eating habits and climate, consists of the 
following amounts of food per week or the equivalent thereof in other foods 
as determined by scientific nutrition and dietetic research : 

(1) milk, and its equivalent in cheese, evaporated milk, or dry milk, 
five and one-quarter quarts; 

(2) potatoes and sweetpotatoes, three pounds seven ounces; 

(3) dry beans, peas, and nuts, eight ounces ; 

(4) tomatoes and citrus fruits, one pound ten ounces; 

(5) green or yellow vegetables, such as green cabbage, kale, snap 
beans, and carrots, one pound nine ounces ; 

(6) other vegetables and fruit, two pounds six ounces ; 

(7) eggs, four; 

(8) meat, poultry, and fish, one pound twelve ounces ; 

(9) flour and cereals, four pounds four ounces (enriched or whole 
grain) ; 

(10) fats and oils, fourteen ounces; and 

(11) sugars, sirups, and preserves, eleven ounces; 

(c) failure of food supplies to attain this basic adequate allotment, and 
of fiber supplies to attain equivalent standards for clothing, undermines 
the maintenance of health, efficiency, and morale of the American people 
and the people of friendly nations; 

(d) supplies of food and fiber available from time to time should be 
efficiently distributed among the various sections of this Nation and friendly 
nations among persons in all income groups ; 

(e) the assurance~of adequate food and clothing supplies would be an 
important step toward strengthening democracy throughout the world and 
creating the economic foundations and atmosphere of hope and confidence 
necessary for world peace; 

(f) the development of more adequate reserves of farm products would 
provide essential safeguards against shortages resulting from natural causes 
such as drought, flood, and pestilence; from breakdowns in distribution; 
and from inflation, insurrection, and war; 

(g) it is essential to the national security and the general welfare that 
production and consumption of farm products be maintained at a high level 
in the United States as a means of maintaining a healthy population and 
a strong, productive economy, and to buttress the Nation’s foreign policy; 

(h) in many friendly nations more rapid economic development is blocked 
by lack of universal general and technical education and facilities resulting 
from the inability of parents of farm children to release them from day- 
to-day labor in food and fiber production; United States farm products 
could be used to break the poverty cycle in these nations by supplying food 
and clothing for children and adults attending and teaching schools ; 

(i) both the foreigh and domestic markets for American farm products 
have historically been characterized by fluctuations and recurrent 
depressions ; 

(j) the maintenance of a healthy and prosperous agriculture on the 
family-farm pattern is essential to the preservaiton and improvement of 
democracy in America ; 
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(k) the prices and income received by American farm families have been 
declining and threaten to decline still further ; each such decline brings with 
it the threat of reduced farm purchasing power and purchases, reduced 
demand for industrmial products used on the farm and by farm families, and 
a resulting enforced reduction of industrial employment; 

(1) American farms and farm families are fully capable of producing effi- 
ciently a greater abundance of food and fiber products, while at the same 
time conserving and improving the Nation’s farm soil and water resources; 


da _ 
om) this great productive ability of American farmers and farm families 


should be put fully to work in the interest of national security and the main- 
tenance of the health, efficiency, and morale of the American people. 


DECLARATION OF POLICY 


Sec. 3. It is the policy of Congress that the United States should take appro- 
priate action to insure that— 
(a) the means of obtaining sufficient food for an adequate diet and suffi- 


cient clothing for an adequate standard of clothing will be placed, so far as 
possible, within the reach of every person in the Nation ; 

(b) the food and fiber products produced on American farms and not 
needed for fully adequate domestic consumption will be put to work to im- 
plement United States foreign policy through facilitating (1) the inaugura- 
tion of universal public general and vocational education systems in friendly 
nations not now having them, (2) more rapid economic development that 
will expand markets and increase consumer purchasing power in friendly 
nations, (3) the elimination of the threat of starvation and famine, and (4) 
increases in the security and income-earning capacities of farm families 
in friendly nations; 


(c) adequate safety reserves of farm commodities and of food and fiber 
products will be developed and maintained ; 


(d) extreme price fluctuations in the international market for farm 
products will be prevented and production will be kept expanding; and 

(e) American farm families will be assured of adequate income to main- 
tain a standard of living equivalent to those afforded persons dependent 
upon other gainful occupations, while maintaining full production on the 
family farms of the Nation, conserving and improving the Nation’s farm 


soil and water resources, and meeting all costs of reproduction and capital 
replacement. 


PROGRAM TO BE INCLUDED IN ECONOMIC REPORT 


Seo. 4. The President shall incorporate in the Heonomie Report required by 
the Employment Act of 1946 a program for carrying out the policy declared in 
section 3 of this joint resolution, together with such recommendations for legisla- 
tion as he may deem necessary or advisable in connection with the program. 

Mr. Baker. We urge enactment of S. 45, the food allotment bill, 
iS nee that are well stated in the policy statement of the bill 
itself, 

Many American consumers do not have the purchasing power neces- 
sary to buy the food they need for good nutrition. Enactment and 
implementation of the food-allotment program would fill that gap. 

Tf a trial run on a food-allotment or food-certificate plan seems 
advisable we would prefer that it be on the basis provided in S. 
627 (Senator Kerr), which limits the participants to recognize relief 
recipients but authorized nationwide operation rather than a trial 
run on the full program in a few small geographic areas. 

If neither of these food-stamp or food-certificate bills to increase 
consumer purchasing power to buy through regular retail outlets can 
be enictag: we shall support enactment of the bills authorizing Com- 
modity Credit. Corporation to process its stocks in retail packages and 
forms and provide for actual commodity distribution to local distri- 
bution centers. 
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We urge enactment of Senator Thye’s bill to extend the fluid milk 
for schools program beyond its expiration date and to expand the scope 
of the program from $50 million per year to $100 million. 

This past Tuesday we told the House Agricultural Appropriations 
Subcommittee that funds for the regular Federal school-lunch pro- 
gram should be raised to four times the current amount to attain 
expansion of the program to cover 60 percent of the Nation’s schools, 
instead of only 30 percent; and to raise the Federal contribution per 
child per lunch from 41% cents to 9 cents. 

We do not, at this time, favor enactment of the bills that have been 
introduced to require administration of the fluid-milk-for-schools 
program under regulations of the regular school-lunch program. We 
feel that to combine these programs would lead to reduced scope for 
both and result in a reduction of the amount of milk and other foods 
utilized in our schools. 


INTERNATIONAL FOOD AND RAW MATERIALS BANK 


Properly used, the abundant production of which America’s family 
farms are efficiently capable of producing could help generate an 
economic, social, and political revolution that would lead to such a 
vast upsurge in economic development and growth that poverty would 
become obsolete in the free world and war highly unlikely. 

The restrictionist policies of the Eisenhower administration are 
requiring our domestic cotton and other price-support programs to 
hold up a price umbrella for the entire world. American cotton pro- 
ducers, for example, under the Eisenhower sliding-scale law will 
be required to absorb the entire reductions required by production 
increases elsewhere in the world, or see their own prices drop to the 
bottom of the sliding scale. 

Increased cotton production in Brazil will mean an equivalent cut 
in cotton acreage, for example, in Mississippi and Arkansas and Okla- 
homa, if United States producers wish to keep their prices as high as 
90 percent of ar , 

s members of this committee know, Mr. Chairman, James Patton. 
president of National Farmers Union, has proposed establishment of 
a Democratic World Economic Union as an ultimate solution to such 
problems on an integrated and coordinated basis for all democratic 
nations. 

Short of that, he has urged establishment of an International Food 
and Raw Materials Reserve or bank buttressed by individual inter- 
national commodity agreements such as the International Wheat 
Agreement and the proposed International Cotton Agreement. 

This is a proposal very similar to the proposal that you have been 
very effectively urging its adoption by this country. 

I believe your term is world food bank. It is the same concept and 
we hope you the very best of luck in getting that passed. 

Senator Scorr. I would like to say right here for the other members’ 
benefit, I used the term “world food bank,” that is not contrary to any 
other program, but we have had these others—I was trying to bring 
before the people something that is somewhat catching. We know 
what a blood bank is. We know what the commercial bank is. And 
we have more in this food bank than we know what to do with, 
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In using the term “food bank” as compared to these other banks that 
is something to catch the eye, the public appeal. That is all I had in 
mind in that. I know in my campaign in my State, I mentioned the 
world food bank and I got more response from the public on that than 
1 did anything else. I still get letters urging us to follow through 
with. it because the public does know what a bank is, we know what 
a blood bank is and it has been well accepted. The food bank idea was 
just something to catch the eye or the imagination of the public. It 
has caught on in my State. They are still writing asking what we are 
getting done about it. I would like to know myself. 

Mr. Baxer. We hope that will be introduced within the near future. 

A more detailed discussion of the need for and projected operations 
of the proposed International Food and Raw Materials Bank is in- 
cluded in exhibit D. I request your permission that exhibit D be 
printed in your hearings in order after exhibit C. 

Senator Scorr. That will be done. 

Mr. Baxer. The Agricultural Trade Development and Assistance 
Act is an attempt to do unilaterally some of the jobs that the Interna- 
tional Food and Raw Materials Reserve could do more effectively on 
a broader basis. 

Do not take me wrong. We think the act is basically a good one. 
{t was adopted last year very largely in the form in which National 
‘armers Union first proposed it under the name “Foreign Farm Trad- 
ing Post.” 

National Farmers Union convention in its 1954-55 program state- 
ment called for establishment of a United States Foreign Farm Trad- 
ing Post to provide the machinery and authority greatly to augment 
exports of United States farm commodities through sale aah 
commodities for hard and soft currencies at or below competitive 
world prices, as fully as possible through regular trade channels, and 
through grants to relieve chronic poverty and other urgent relief 
needs, as far as possible through voluntary foreign relief agencies 
registered with Foreign Operations Administration. 

We were gratified when Congress enacted this legislation last year. 
But we have been sorely impatient at the extreme slowness with which 
the administration has taken action to implement the act. 

We are unhappy that practically nothing has been done to make use 
of the services oF such voluntary private foreign relief organizations 
as CARE in carrying out title IT of the act. 

We are gravely disturbed by reports that the Department of Agri- 
culture has refused to release cereal grains, corn, and wheat, for dis - 
tribution under this title. Possibly a later witness will have more 
to say on this matter. 

The small euthorizations provided for in the act are but a drop in 
the bucket to what this Nation ought to be doing along this line. The 
authorization for sales for soft currency, under title I, should be 
raised from $700 million in 3 years to at least $3 billion. 

The authorization for donations under title II should be raised 
from $300 million in 8 years to at least $1 billion. 

Even then we would be doing no more than one-fourth of what 
we ought to do to build the economies of the democratic Nations of 
the world, to use United States food and fiber to help turn back the 
tide of “stomach communism,” to eliminate starvation, nakedness, and 
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chronic poverty from the free world, and to establish the foundations 
for a lasting peace. 

Our Nation should stand ready at all times to utilize American 
farm commodities that-can be abundantly and efficiently produced 
with full regard for adequate conservation of our soil for the above 
purposes through donations where that is indicated as conducive 
to national aims listed above and through sales at and below the so- 
called competitive world price, accepting in return hard currency or 
soft currency, and buying strategic and other commodities we need 
from lesser developed nations at prices equal to or higher than world 
prices. This would make good economic sense for the United States 
and the free world. More importantly it would make good sense, 
politically and in a humanitarian way. 

The proposal listed in section 104 of the act for which soft currencies 
may be used should be expanded by adding the following : 

For loans and grants to aid in the establishment of universal free general and 
vocational schools in areas which are not now available. 

Section 201 of the act should be clarified to make certain that elim- 
ination of chronic poverty in friendly nations is an approved purpose 
of the donations of abundant United States farm products authorized 
in title I. Aid in establishment of universal free general and voca- 
tional education should be included as a legitimate purpose of the 
donations under title IT. 

The reasoning there is that over 90 percent of the people in some of 
these countries are completely illiterate. It is almost impossible to 
conceive of talking about economic growth and expansion and devel- 
opment of markets, the economic base for broadening markets in a 
country where 90 percent of the people cannot even read or write. 
They are devoid of any vocational education. 

Lesser developed nations cannot afford to establish schools, nor the 
parents to allow their children to attend, because the inefficiency of 
agricultural production is such that each child must work to grow his 
own sustenance and simple clothing. T have seen this with my own 
eyes, Mr. Chairman. as you have, in many nations now faced with the 
juggernaut imperialism of the Soviet system. 

These countries cannot get off economic dead center unless some- 
thing is done from outside to cut through the vicious Malthusian cycle 
of noverty. This function can be performed by abundantly produced 
United States cotton and other commodities, if we as a nation have 
sense enough to use those commodities, among other ways, in aiding 
the establishment of general and vocational schools where United 
States commodities will pay for building construction, teachers’ sala- 
ries, and provide food and clothing for the pupils and teachers while 
thev are in school. 

These aims are national in scope. They are vital to the expansion 
and preservation of democracy and ultimate attainment of a lasting 
peace. Admittedly. they cost money. But it would be money well 
spent for the entire Nation and should be paid for by the entire Nation. 

Attached as exhibits E and F are tables giving statistics on the vari- 
ous disposal programs that are now in operation. T requested these 
tables be printed in your hearings after the other exhibits. 

Even if we were to have the consumption and exports expanding 
programs outlined above, it may well be that for some commodities 
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in some years the free market price would not rest above the 100 per- 
cent of parity support level we have recommended. 

To meet such contingencies we recommend legislation that will au- 
thorize and require the Secretary of Agriculture to utilize production 
payments, in conjunction with price-support loans and purchases, as 
a method of supporting producers’ returns on family farm production 
at the parity level. 

The entire production of a commodity, after adequate provision 
had been made for needed safety reserves, would be sold through the 
market, allowing market price to drop to not less than a predeter- 
mined level where it would be pegged by market diversion loans or 
purchases by the Government. 

If the average free market price received by farmers should happen 
to be less than the established support level, the difference ot be 
made up in a payment directly to the producer. This would allow 
market supplies to move freely into consumption channels, prevent 
accumulation of so-called surplus in the inventory of Commodity 
Credit Corporation and would allow our exports to move into foreign 
markets at a lower price than the domestic support level. 

This would, of course, require additional legislation. 

Even without new legislation, however, the Secretary of Agricul- 
ture already has, but is using on but a very limited basis, the authority, 
under the Commodity Credit Corporation Charter Act, to move Cor- 
poration stocks into foreign trade channels at competitive world 
prices. If he continues to refuse to use this authority for major com- 
modities, the Congress should direct him to do so by appropriate legis- 
lation. 

We greatly appreciate having had this opportunity to discuss with 
you, in detail, the —€ potentialities of using an abundant farm 
production to build a better America and to promote a permanent peace 
with justice. 

I shall be happy to attempt to answer any question that members 
of the committee may have. 

(The exhibits referred to are as follows:) 


Exureit A 
CALCULATION OF FULL EMPLOYMENT FARM INCOME 


The farming segment of the national economy should be enabled to make its 
full contribution to the attainment and sustaining of an expanding full-employ- 
ment economy. To do so, it must be able to earn by sale of its products a suf- 
ficient national farm-gross income to pay all farm production and capital deple- 
tion and replacement costs and leave a national farm net income that will give 
farm families a purchasing power equivalent to their numbers in an expanding 
full employment economy. 

Admittedly, there is room for argument as to the amount of national gross 
farm income that is required to keep farmers from being a drag on national 
prosperity. Outlined in the paragraphs that follow is one logical method of 
arriving at such a figure. 

To do their part to maintain an expanding full employment economy in future 
years, farm families should have at least the same relative per-worker income 
as they had in high employment years of the immediate past. The most recent 
5 individual years in which the number of unemployed averaged less than 3.5 
re Sap of the civilian labor force were 1953, 1952, 1951, 1948, and 1945. (See 
table I.) 

The average realized farm-net income per unpaid family worker during those 
years was $1,914, as reported by the United States Department of Agriculture. In 
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a real sense this figure can be considered as the farm workers income that was 
consistent with a full employment economy in the immediate past. 

For the national economy to grow at the rate required to maintain full employ- 
ment, the incomes and purchasing power of consumers must keep pace with the 
increasing productivity per man hour made possible by advancing technology. 
The nearest approach to this by any large group of consumers in the economy 
has been the workers in manufacturing establishments, although their wayes 
have seriously lagged behind the required rate in past 2 years. Certainly, the 
family workers on America’s farms should be enabled to keep pace with the 
retarded rate of increase in hourly wages of manufacturing workers. This is 
the minimum that an expanding full employment economy can allow, if depres- 
sive maladjustments are to be prevented. 

Hourly wages of manufacturing workers averaged $1.48 during the five most 
recent maximum employment years. In December 1954, the figure was $1.83 or 
24 percent greater. To keep pace, the average net-farm income per farm family 
worker should, in 1955, be at least $2,373. 

The Department of Agriculture reports an estimated 6.5 million family workers 
on farms in 1954. 

For each of these to be enabled to earn a full employment income of $2,373 
would mean a national realized net income of farm operators of $15.4 billion. 

Turning now to the production cost component of farm gross income, annual 
national farm operating costs, in the 5 full employment years of the past period, 
averaged $19.9 billion. During the same period, farm operating costs were 58 
percent of the gross income. By 1954 farm operating costs took up 63 percent of 
the gross income, owing largely to increased mechanization, higher land values 
and thus higher variable and overhead farm costs of production per unit of prod- 
uct. This was a further extension of a constant trend observed over the entire 
45 years of which statistics are available to chart it. 

Income available to cover farm operating costs and capital impairment and de- 
preciation in 1954 had to be 9 percent higher than in the base period years. 

Moreover, the per unit cost of production items (prices, wages, interest, and 
taxes) rose from the average of the base period years from an index of 259 
(1910-14=100) to 284 (1910-14100) or by 9 percent. Farmers in 1954 not only 
had to buy 9 percent more off-farm goods and services relative to output, but also 
had to pay percent more per unit for what they bought. 

If farm production is not to lag behind population increases, provisions must 
be made to cover the increased cost of producing the increased supply required 
by a larger national and world population. Since the base period years, United 
States population increased by 7 percent meaning that food and fiber consumption 
and production and therefore income to cover production costs needed to be that 
much greater to maintain per person consumption rates. And, it should be noted 
that in none of the base period years except 1953 did increases occur in so-called 
agricultural surpluses. It would be reasonable to suppose therefore, that a full 
employment economy in future years should be equally capable of using and pay- 
ing the production cost of an equivalent supply of farm output as in the base 
period years. In any event increased output means increased production costs 
and the income needed to pay production costs must be greater. Total farm out- 
put in 1955 is expected to be about 3 percent higher than in the base period years 
(an index of 107 as compared to 104). 

Multiplying the $19.9 billion base period average farm production costs by the 
several adjustment percentages just discussed gives a 1955 full employment farm 
cost and production figure of $24.3 billion. 

Adding national full employment farm net income of $15.4 billion to national 
full employment farm costs of production of $24.3 billion results in a 1955 full 
employment farm gross income total of $39.7 billion. 

If farmers are to maintain the farm plant of the Nation and make their full 
contribution to production and purchasing power to an expanding full employment 
economy, national total farm gross income in 1955 should be close to $40 billion 
instead of the approximately $3114 or $32 billion now forecast by United States 
Department of Agriculture. 

At the expected national farm production this level of income could be ob- 
tained if prices received by farmers should average 103 percent of parity. as now 
calculated instead of the current 87 percent of parity level. 
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Exurstr B 


Calculation of 1955 full employment farm gross and net income 


(a) Acreage annual realized net income of farm operators (base 
period years) $13, 900, 000, 000 
(b) Average number farm family workers (base period years) - $7, 200, 000 
(c) Acreage net income per farm family worker $1, 914 
(d) Wages per hour of manufacturing workers (base period 
years) $1. 48 
January 1955 $1. 83 
Index for January 1955 (base period=100) 124 
(e) 1955 full employment farm net income per family worker__ $2, 373 
(f) Number of family workers on farms 1954 average__...___- 6, 500, 000 
(g) Total 1955 full employment national realized net income of 
farm operators $15, 400, 000, 000 
(h) Average annual farm operating costs (base period years)_ $19, 900, 000, 000 
(i) Increase in ratio of operating costs te gross income (index) 109 
(j) Increase in farm output (index base period=100) 103 
(k) Farm cost of production index: 
Base period 266 
January 1955 290 
Increase over base 109 
(1) Total 1955 full employment level farm cost of production___ $24, 300, 000, 000 
(m) Total 1955 national full employment farm gross income___ $39, 700, 000, 000 


ExureiT C 
Taste I.—Economic indicators for 5 most recent years of full employment 


Percent y 
United 
Manufac-| Farm States 


workers turing | operating 


si wages costs income 
(millions) per hour | (billions) | (billions) (millions) 


| 


NEED FOR INTERNATIONAL FOOD AND RAW MATERIALS BANK 


Probably the most persistent, most disturbing and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in all the most highly-developed nations. It is even more seriously 
present and damaging in the lesser-developed nations. 

Wide swings in raw material prices present prospective investors in raw mate- 
rial development, whether persons, firms, or States, with a very large range of 
variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw material supply. This condition is one of great 
risks where at any moment not only might part of the investment be rendered 
valueless but earnable returns may even fail to cover day to day operating costs 
and the entire enterprise will have to be shut down with attendant loss of income 
and human suffering. 
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Faced with such great uncertainty in expectations both States and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no fault 
of the enterprise management itself. The multiplication of this kind of a situa- 
tion throughout farming and all other raw materials industries puts a very severe 
damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material industries not only 
reduces the supply of such materials to meet human needs and to fuel manufac- 
turing and other secondary industries, it also holds down the purchasing power 
of persons and firms on the raw materials sector and thus cuts down on sales, 
scale of operation, and consequently of income and purchasing power of the in- 
dustrial and service segments of the economy. Consequently, the entire economy 
idles along at a lower rate of production and expansion than needs to be the case. 
In the more highly industrialized nations the symptoms are seen in chronically 
depressed industries like farming and coal mining in the United States. Among 
the lesser industrialized nations, a drop in raw material prices can bring an 
entire nation dangerously close to bankruptcy and can directly cause a wide- 
spread drop in personal income and standards of living of the entire population. 

It is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action when taken unilaterally by different nations 
helps to solve the problems caused by fluctuating raw material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in all nations losing the advantages of specialization. Everybody 
in all nations has less real income and a lower standard of living than they might 
otherwise be able to attain. 

Through the administrative machinery of an International Food and Raw 
Material Reserve or Bank, the stabilized prices of each different raw material 
that enters importantly into international trade would be negotiated and agreed 
upon. The Reserve would thereafter stand ready at all times to buy any raw 
material commodity offered it at the agreed-upon stabilized price and would stand 
ready to sell such commodities at the agreed-upon stabilized price. 

The industry of advanced nations is chewing up basic resources at a tre- 
mendous and rising rate. For example, the United States, which has 7 percent 
of the world’s population and 30 percent of the world’s natural resources, ac- 
counts for 70 percent of the world’s manufactured goods. The United States is 
using up its resource base at a very rapid rate and very much faster than the rest 
of the world. To be secure in our rising living standards and to retain the re- 
source base for an expanding economy, we must assure ourselves a stabilized 
source of supply of the raw materials for our manufacturing industry. The 
same situation is true in other industrious nations such as the United Kingdom, 
France, Germany and Japan. The thought-provoking details for different com- 
modities were thoroughly considered in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw material producers in other 
lands. And, this should be done. But, it can only be successfully and securely 
accomplished under the protection and encouragement by governments and inter- 
national economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations; one nation at a time, one 
commodity at a time. However, no supplier, private enterprise or State, wants 
to become dependent exclusively on one buyer; nor does any importing nation or 
industrialist want to become dependent upon only one seller. 

Through the International Food and Raw Materials Reserve, exporting nations 
ean obtain assured long-term stabilized markets and importing nations can ob- 
tain an assured long-term ample supply at stabilized prices of imports on terms 
that will not injure domestic producers who must sell their commodities in 
competition with imports. 

The International Food and Raw Materials Reserve would operate in co- 
erdination with the International Monetary Fund and the World Bank. Many 
of the national restrictions we now have that hold down greater international 
exchange of commodities is the desire of nations to preserve their monetary posi- 
tion in different currencies, particularly dollars and pounds sterling. The Inter- 
national Food and Raw Materials Reserve would completely eliminate this prob- 
lem by operating in terms of all currencies on the basis of internationally agreed 
upon official exchange rates. 
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PERMANENT PEACE DEPENDS ON INTERNATIONAL INSTITUTIONS THAT WILL PROMOTE 
MORE RAPID ECONOMIC GROWTH 


The International Food and Raw Materials resolution has been before Con- 
gress for nearly 2 years and has been reintroduced this year in both Houses. 
[he concepts involved in the resolution have their roots in the still-unsolved 
problems of extreme human need, starvation, economic stagnation, and. poverty 
throughout the world in the midst of surpluses of raw materials that cannot be 
sold at prices that will return an adequate stable income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union of 
the United States to work out a solution to the farmers’ income problem. Rec- 
ommendations presented nearly 10 years ago to the International Federation of 
Agriculture Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organi- 
zation among whose members are all the national farm organizations of the 
United States, 

The International Food and Raw Materials resolution does not itself estab- 
lish an international agency. The resolution merely calls upon the President 
to undertake negotiations with other nations to that end. Any agreements 
reached would, of course, be subject to review and ratification by the Senate of 
the United States and appropriation of any needed capital and other funds 
would have to be fully considered by both Houses. 

The International Food and Raw Materials Reserve will help solve many of 
our Nation’s most difficult problems of both domestic and foreign policy. It 
will make a major contribution toward permanent peace by facilitating a more 
rapid rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


THE ROAD TO ABUNDANCE—INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an International Raw Materials Re- 
serve to cover petroleum, iron ore, tin, rubber, and other raw materials, as well 
as food and fiber, is not new. An International Food Reserve resolution was 
introduced in 1953 by Senator Murray and 23 other Senators and by Congress- 
man Metcalf, 

A World Food Board idea was proposed immediately after World War II 
by Lord John Boyd Orr, first Director General of Food and Agriculture Organi- 
zation. 

An International Commodity Clearance House was proposed by a committee of 
experts of FAO and IFAP, but was never ratified by the governments. 

In 1954, the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration: (the eighth in as many 
years). 

“Intergovernmentally agreed rules be adopted by the countries concerned 
regarding principles to be followed in the disposal of surplus stocks in the 
world markets so that they interfere as little as possible with normal produc- 
tion and trade, and that effective intergovernmental machinery be established 
for consultative purposes. 

“The matter of a world food reserve should be kept under active consideration 
and to that end, the committee recommends that the Secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 

The International Food and Raw Materials Reserve should be buttressed and 
coupled with additional international commodity agreements similar to the 
International Wheat Agreement. 

At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement : 

“IFAP reaffirms its faith in intergovernmental commodity agreements as a 
means of bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public understand- 
ing of the underlying philosophy of such agreements as an important méans of 
stabilizing trade.” 
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Exumitr EB 
Foreign surplus disposal 


a 


Program Authorization Commitments 


Since 
Jan, 31, 1953 


Agricultural Trade Development and 
Assistance Act: 

1. Title I: Sales for soft currency $700, 000, 000 | Western Europe---...--._.-_} * ($205, 500, 000 
Yugoslavia (agreement con- 60, 000, 000 

cluded). 
South America_.... -......- + onsen 
Middle East t (30, 300, 000 
Turkey (agreement enol. 30, 000, 000 
fae Asia_. -| 4 (178, 000, 000 
— (understanding) _- 5 100, 000, 00 
istan (negotiations ad- 31, 000, 00 

vanced). 


Total. 
Announced transactions. 


2. Title II: Emergency famine and 300, 000, 000 
relief assistance to friendly 
peoples (may utilize private Christmas food packages’ 
agencies). (45 countries). 


Se & 
13883 $s 


222 | ses2 2 


233 


ete ee 
-_-.e 


A ad 
s 
222328 


Yunwslavia. Jere dbo 


5 | 9 
e\s 
2\s 


Total shipments made or 68, 200, 000 
underway. 
Total contemplated to June L5C, 000, 000 


. Title III: (See. 302) (formerly sec. |_...-........- |. } 890, 478, 701 
416 of Agricultural Act of 1949) 
donations through nonprofit or- 
ganizations or Government agen- 
cies to needy people outside 

United States. 

4. Title Iii: as Se tee i ee et a oO 
excnan: surpluses 
rangi materials or equip- 
ruction 


rograms or materials and goods 
required for economic and mili- 


PO = of 1a: 1. Title I: Com- 2, 500, 000,000 | None.................- 
modity set-aside (see Speen under 
domestic disposal h Coni 
Publie Law 320, 74th Con: 1g. $2. SB pay-'| ) 4; BORON ise: i iste s-aul) ous 
ments for exports ( see al deseripti ion 
under domestic disposal pl 
Mutual Security Act of 1 < . ** not 250, 000, 000 
less than $100, 000, 000 and net more than 
$250,000, * shall be used directly 
or indirectly to finance the of 
surplus agricultural products”. 
Mutual Comey oe Act of 1954 “* * * not 
less than $350 million shall be used to 
finance export and sale for foreign cur- 
reney of surplus tural commodi- 
tien: 2 Gn, ition to money used 
for agricultural trade development and 
assistance act programs), 


1Contemplated total to June 30, 1955. 
? According to Wall Street Journal, Mareh 10, 
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Exursir F 


Domestic disposal programs 





Amount of 
C com- 
Authorization | modities used 
since Jan. 31, 
1953 


National Schoo] Lunch Act sikimawe atin e tncinabhkdininmrs t $87, 000, 000 $16, 484, 127 
Agrioupiersl Act of 1954: 
Title I: Commodity set-aside - _- 2, 500, 000, 000 
(a) Donation, sale, or other disposition for disaster relief pur- 
ses outsiae United Stat s 
(6) Sale or barter (including barter for strategic materials) to 
develop new or expanded markets for American agri- 
cultura] products 
(c) Donation to school-lunch a a te ar a) None 
(d) Trans‘er to national stockpile _ J None 
(e) Donatien, sale, or other c isposition for research, experi- 
mer tal, or educati nal purpcses_- aaa None 
(/) Donati, sie, cr other cisp sition for disaster-relief pur- 
poses in the United States or to meet any national 
emerrency declared by the President _ Jad None 
(g) Sale for unrestri.ted use to meet a need for increased sup- 
plies at net less than 105 percent of parity. None 
2 bie = Il: Addi" i na] $50 n illion until June 30, 1956, to increase con- 
tion of fluid n ilk in nonprofit schools.......- , 000, 21, 140, 351 
2. T ih . I: Auth rizes unlin.ited donati.ns of dairy products above 
these normelly use 1: 
Veterans’ Adu. inistretion.... ......-..0<.-.2.-.--<--~<e--- Sita nemeplliehs . 483, 152 
U. 8. Army Widhtddtcaie 244, 169, 373 
4gricultural Trade Development and Assistance Act: 
1. Title III: To relieve distress in any area of the United States 
dectared by the President to be in acute distress because of 
loyment or in connection with any natural disaster___.__|_....-..._.___- None 
2, Title wiid (Formerly sec. 416 of Agricultural Act of 1949). To 
donate commodities to the Bureau of In lian Affairs, and to 
State, Federal, or private agencies for use in the United States in 
aoe school-lunch programs, in the assistance of needy 
rsons, and in charitable institutions, including hospitals to the 
panien tent that needy persons are served___....._......-....--.----- 
Public Law 624, transfers to: 
Fish and Wildlife Service 





1954 Drought e' 8, 135, 497 
Publie Law 320, 74th Cong., sec. 32: 30 percent of gross customs duties to 
*~ used b Secretary of ‘Agriculture in the following ways each year: 
ases and donations of commodities to increase their use 
among low-income grou 192, 215, 151 
2. Payments for diversion of commodities from normal channels of 
trade for lower value uses 2, 809, 307 
3. Payments to increase exports (see foreign disposal). 


Total sec. 32.......-. Swdcancmwensdenasereessecsen~---5~---20---- 1, 126, 302, 161 3 195, 024, 458 


1 Annually. 
1 Includes foreign donations prior to June 30, 1954. 
4 Does not include payments for export; total sec. 32, $213,367,108, 


Special domestic surplus disposal programs—T otal disposal by commodities since 
Jan, 31, 1955 
Crop. Amount 


FIO Mil renter eceren een ataemn nn enan anon -~---~ $21, 140, 351 


Che isin ee Sl a NT ee 
Whestiin oi Ci netlabel eld ae 
OWT each sila led mci en elikctaleich a 


Cen cicero ne EE 


Bex ati 
Grain sorghums__...._.____ Reece a ge ED i ee ee 


Vottonseed VION ae i a 


Frat aed. 
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Special domestic surplus disposal programs—T otal disposal by commodities since 
. Jan 31, 1955—Continued 
rop 


Vegetables, canned 


1, 451, 383 

Mr. Baxer. I invite your attention particularly to page 2 of exhibit 
E where on the way over this morning, I found some additional 
information that could be added to that exhibit. At the bottom of the 
table, under No. 4, “Barter and exchange of agricultural surpluses 
for strategic materials and equipment.” We have been unable to 
obtain any information from official sources. So you see there were 
3 blank lines there, 

Senator Youne. Senator Schoeppel ? 

Senator Scnorrre.. No questions. 

Senator Younea. I do not believe I have, either, Mr. Baker. 

Thank you very much for your statement. 

Mr. Baxer. Thank you for your courtesy. 

Senator Youne. We will recess now until 2:30 this afternoon. 

(At 12:30 the hearing was recessed until 2:30 p. m.) 


AFTERNOON SESSION 


Senator Hotianp (presiding). The hearing will come to order. 
Dr. Sanders, would you please state your name and position in 
which you appear, and then give your testimony on the subject? 


STATEMENT OF J. T. SANDERS, AGRICULTURAL CONSULTANT, 
CARE, INC. 


Mr. Sanvers. My name is J. T. Sanders, and I am agricultural 
consultant for CARE. I will discuss in this statement that I have 
here before me largely the nature of agricultural surpluses and will 
not deal with CARE’s relationship to the surpluses, since Mr. French 
will take that up afterward. 

The present farm surplus problem is decidedly an overall surplus 
problem, and not a problem of a single or a few products. We are 
dangerously close to having unmarketable surpluses of literally dozens 
of products. The supply of nearly every one of our significant crops 
and probably all of our important livestock products is ample and 
is approaching surplus status. 

Our statisticians list 67 significant crops and probably an equal 
number of animal products. All of them in an economic sense are 
intimately tied together in that they compete for the use of land 
and labor resources. This is why serious surplus of important crops 
soon develop into overall surpluses of all important farm products. 

Single product surpluses are readily corrected by farmers by shift- 
ing from surplus products to nonsurplus products. But an overall 
surplus is decidedly a different problem. Farmers as individuals and 
collectively find it well nigh impossible to deal constructively with, 
and to correct, an overall surplus. 
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Even the so-called suitcase wheat farmer can as a rule plant grain 
sorghums, forage crops, barley, rye, and oats. He can always revert 
to grass and sheep or cattle, even though these shifts may at times be 
painful. Hid 

Thus, although a single surplus may temporarily hurt, it is not a 
serious hurt unless there is a general surplus of most or all important 
farm products. Then all products are unprofitable and the farmer 
can only shift to a less unprofitable product. Some products not on 
an annual basis such as fruit and some livestock cannot be so easily 
shifted and a chronic surplus of such products leads to bankruptcy. 

Since our present surplus problem falls decidedly in the category 
of a general surplus problem, if we undertake to solve it on the basis 
of dealing with each crop separately the virus will quickly spread 
from the basic crops to many of our other sixty-odd crops and to most 
of our numerous livestock products. Perhaps it would be more correct 
to say that the surplus virus has already spread into the entire blood 
stream of America agriculture. 

I should like to examine with the committee the nature of our 
current surplus problem which I believe will continue for several 
years. On the production side these surpluses arise, in part, out of the 
continuous full output nature of our farms, out of the stimulus of 
wartime demands, and out of the great difficulty of reducing an ex- 
panded farm output. On the disposal side they arise in the main 
out of postwar recovery of farm production abroad; and out of dis- 
turbed postwar exchange relations between nations. Both on the 
production side and on the disposal side of our surplus problem the 
disturbing factors appear to be of a degree of durability that will 
make the factors creating surpluses persistent for years to come. 
Especially is this persistency true of the production aspects of our 
agriculture. 


OUR 1954 PRODUCTION REVEALS THE PERSISTENT NATURE OF OUR 
SURPLUSES 


The production of 1954 reveals in a striking sense the overall extent 
and the persistent nature of our surpluses. Despite one of the coun- 
try’s most widespread drought years, the total physical output of 
American farms in 1954 which “is available for use during the year” 
(which is the terminology the Department of Agriculture uses), was 
as high as any year in the history of the country. The index of farm 
output, calculated by the United States Department of Agriculture, 
is estimated to be 108 percent of the 1947-49 average output. No 
single figure it seems to me reveals more strikingly the persistent 
nature of our overall surplus than this figure showing that despite 
an almost unprecedented and widespread drought, and despite stron 
efforts on the part. of our Government to reduce surpluses of basic et 
other crops, we are able to produce 8 percent more physical foods and 
fiber than we did in the years 1947-49, 

According to USDS grain stock report we had on January 1, 1955, 
the largest stocks of record of wheat, corn and barley, and the second 
largest recorded stock of oats and grain sorghums. 

These add up to records on this date, for the tonnage of feed grains, for reserves 


of food grains, and by a large margin, for the total of the 6 grains in storage— 
151 million tons. (From page 7 of January 27 issue of Cargill’s Crop Bulletin.) 
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It is now estimated that the prospective wheat crop of 1955 despite 
a reduction of a third in wheat acreage since 1953, will be 850 million 
bushels, which when added to the estimated carryover will give us a 
supply on July 1 of 1,825 million bushels, enough wheat to supply 
our needs for 2 years and allow for an estimated export of 260 million 
bushels each year. 

That is more than has been estimated for next year as export. I 
believe it is 250 million bushels. 

One would expect feed grains supplies especially to suffer under 
last year’s record droughts. However, the index of total output of feed 
grains in 1954 is 4 percent larger than the average of 1947-49, and has 
een exceeded in only 2 years since 1914. 

The total output of all livestock products last year was the largest 
on record and was 19 percent more than the average output for the 3 
years 1947-49. Egg production last year was the highest recorded 
since 1924; pork production was larger than the 2 previous years, and 
the spring pig crop is the third largest since 1929; last year’s beef 
production was 40 percent greater than the average for the 3 years 
1950-52. Despite last year’s droughts which usually cuts heavily into 
dairy production, and despite last year’s reduced price support of 
dairy products, total dairy production was 124 million pounds of 
milk or the highest dairy output recorded since 1924. 

These facts on livestock production, I believe, indicate that, most 
livestock products are precariously near or in a surplus position that 
ison a par with crops. Any large proportionate shift toward livestock 
production could easily give us surpluses that are far more difficult 
of storage than grain and cotton, and could bring many complex 
problems of wastage and disposal of the resulting surplus of livestock 
products. Only recently the Department offered nonfat dry milk for 
sale from CCC stocks, for feed purposes only to livestock only, at 1114 
to 12% cents per pound ihomed depending on the delivery area. 
Certainly such a program of feeding surplus feed, to produce dried 
milk, to feed in turn the dried milk to livestock, is one way to reduce 
surpluses; but it is no sensible program of use of our marvelous and, 
1 believe in large part irreducible, overall surpluses, 

Since the committee has heard several expert witnesses on the cotton 
surplus protien I will not present any data on this subject. In 
passing, however, I would like to say that I would hate to see us under- 
take to deal with the cotton su:plus separately as it like other crops 
is closely tied into the general surplus problem. Our cotton produc- 
tion occupies the gore coment position in world markets of 
any of our export surplus products. It is true we might be able to 
reduce cotton surpluses by repeatcd acreage reduction. With each 
successive acreage reduction, however, we would surely lose our foreign 
markets to production abroad, and at the same time we would shift 
cotton land to other crops and multiply our surplus worries in the 
South and in the country as a whole. 

Senator Hottanp. Would you say that the cotton production is in 
the strongest comparative position in the world markets of any of 
our surplus products ? 

Mr. Sanpers. Well, I believe, Senator, it is in better position than 
tobacco, because tobacco actually has been financed by a great deal of 
our economic-aid program, more I believe than cotton. I believe cot- 
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ton is a fiber that has a strong demand. I think its demand now is 
natural. I do know that tobacco is selling abroad for higher than 
the ae price, but that almost holds true with our cotton, too, 
does it not 

Senator Hotzanp. I do not believe so. Right now it is very close 
to being true, and it is true in some places. 

Mr. Sanvers. For comparable grade of staple. 

That might be better qualified by saying except tobacco. I am 
not sure ofthat. I did not go very deeply into that. 

Senator Hotuanp. Let us just say with the possible exception of 
tobacco. 

Mr. Sanpers. Beginning with an acreage of around 40 million in 
the first years of the decade of the 1930’s we reduced our cotton acreage 
by approximately one-half within 9 years. We shifted cotton acres 
largely to corn and other grains which on an average netted southern 
farmers less than a third as much return per hour of labor as did 
cotton. Our total production was 14.8 million bales in 1929, and was 
reduced to 11.6 million bales in 1938, or a total of 3.2 million. During 
this period the rest of the world raised their production of cotton 
from 11.9 bales to 18.0, or 6.1 million bales. World mill consumption 
rose from 24.9 million bales to 28.5 or a total of 3.6 million bales. In 
a period of expanding market we retreated giving all of the increased 
market to our competitors and even part of the market we had pre- 
viously had. From 1929 to 1938 world consumption of American 
cotton declined by 1.8 million bales and foreign cotton gained by 6.4 
million bales. 

If our cotton areas had not had an advantage over nearly every, 
if not all, other cotton-producing areas in the world this type of sur- 
plus reduction would not have been so tragic. But in reality we 
probably have among the best, if not the best, cotton-producing areas 
in the world—in yield per acre, reliability of yield, and in grade 
and staple. 

IT am talking about the short staple there, of course. 

In acres and production per man we are far superior to any other 
conten ere rne area. ‘The average acres of cotton per producing 
(excluding harvesting) worker in the United States will run around 
20 acres, in some cotton sections as high as 50 to 60 acres per worker; 
in India it averages 1.8 acres; in China, prewar, 0.4 acre; in Russia 
and Egypt 0.7 of an acre; and in Brazil 2.4 acres per worker. 

The return per worker in the 1930’s to southern farmers for their 
labor in producing cotton was almost three times the return they re- 
ceived for producing any other field crop except tobacco. Our cot- 
ton production is not only superior to other producing areas of the 
world; but it is also far more remunerative than alternative crops to 
Cotton Belt farmers. 

In our efforts to avoid the carat of cotton, it is to be hoped that 
we deal with cotton as an integral part of our current over-all surplus. 
It is our best export crop for expanded markets abroad, and we should 
hold firmly to our rightful markets by at all times offering our exports 
at competitive prices, and should seek by every legitimate means to 
oe up all new markets justified by our superior economic production 
of cotton. 


60149—55—pt. 29 
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FARMERS ARE UNABLE TO PREVENT OVERALL SURPLUSES 


The farm surplus production problem is, I am convinced, not a 
temporary problem but one that will last for many years to come. 
The present capacity of our farms to produce, the inherent full 
output nature of the farm business, and several other factors make 
these surpluses almost inevitable for several years at least. Regard- 
less of Government policies of restriction of farm production, regard- 
less of good prices or low prices of farm products, of depressions or 
prosperous times, and of peace or war, I believe, for years to come, 
we can be reasonably certain that we shall be confronted with this 
yroblem of surpluses for which it will be hard to find ready markets, 
Ve shall have to seek diligently for a solution to this problem that 
will enable us to use these surpluses and that will not allow them 
to be wasted and become a national and international disgrace. 

When a farmer is confronted with a general or overall surplus of 
all his products, or most of them, there is nowhere that he can turn 
to meet his problem. If he reduces his total output of all products 
in surplus supply he wastes his idle labor, land, and machinery, 
and loses more by such reduction than he would if he did not make 
it. Presumably if he knows how, and is able to reduce his costs, 
he will have done so before he is confronted with overall surpluses 
and low prices. It is almost literally true that any farmer can meet 
and deal with a single-product surplus, but any and all farmers are 
practically helpless to correct the woes of a general farm surplus, 
such as we are now confronted with. 

Since single-product surpluses arecorrected by shifts without reduc- 
ing the total output capacity of a farm, or of all farms, these shifts 
have little, or no, effect on the aggregate output of a given farmer 
nor of the output on all farms in the land. Overall surpluses, there- 
fore, cannot and will not be corrected by the aggregate of the action 
of individual farmers. Indeed, I seriously doubt if any Govern- 
ment policy, any — organized effort of farmers, or effort of 
farmers acting individually, can do much by way of reducing the 
overall farm surpluses confronting us now, and that will confront 
us in the next several years. It seems to me that the Secretary of 
Agriculture, the Congress, farmers, and the Nation must face the 
fact that these surpluses are inevitable and persistent. 

Ample evidence that farmers do not reduce overall acreages and 
production ‘with falling prices or vice versa is shown by statistics 
for the past 24 years—1930-54. A study of the changes in total 
acres planted to crops following years of marked fall or rise of 
farm prices shows little response either way. For 6 years out of 
the 24 farm prices dropped 5 points or more—an average of drop 
of 28 points—and total acres planted was increased during 3 years 
and reduced 3 years following the price drops. For 15 years out of 
the 24 prices increased 5 points or more—an average increase of 
20 points—and farmers responded to these increased prices by decreas- 
ing planted acreage 6 years and increasing it 11 years with the total 
increases exactly balancing the decreases. 


STABILITY OF PLANTED ACRES AS A CAUSE OF SURPLUSES 


In considering surplus farm production the remarkable stability in 
planted crop acres in the Nation during the last 25 or 30 years or even 
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longer isa challenging fact. Through periods of good and low prices, 
through efforts at restriction of acreage and production, through 
periods of no such efforts, through depressions and periods of pros- 
perity, through price-contro] efforts and freedom from such efforts, 
and through peace and war periods, total crop acreage has changed 
it little. 
ee example during the 5-year period from 1935 to 1939 American 
farmers planted an average of 357 million acres of cropland; from 
1940 to 1944 they planted 355 million acres: during the years 1945 
to 1949, 358 million; and during the last 5-year period, 1950-54, aver- 
age cropland planted was 357 million acres. For the year 1954 farm- 
ers planted 354 million. These figures show nothing short of an as- 
tounding stability in the basis of farm output. Barring catastrophic 
droughts and plagues these facts almost insure great stability in agri- 
cultural production and continued surpluses. 


HIGH FIXED COSTS IN AGRICULTURE AS A CAUSE OF PERSISTENCY 
OF SURPLUSES 


High fixed costs in Agriculture are a powerful force for stable out- 
put from our farms. Taxes, land investment, upkeep, the operators’ 
labor and many other costs of operation are in the nature of fixed rigid 
costs. These cannot be avoided or reduced materially by closing down 
part of the farm operations. 

On our 514 million farms there are today 39 million units of field 
horsepower, in the form of tractor and animal power, compared with 
an average of 26 million units 20 years ago; or 50 percent more horse- 
power to till, plant, cultivate, and harvest the same amount of land, 
which farmers have planted each year for over 2 decades—360 million 
acres. This power cannot be carted to town during bad years and used 
by farmers in urban work. There is no conceivable use that it can be 
put to except to work this same 360 million acres of land. You and 
I know that that is the use, the full use, that will be made of it as long 
as it lasts and as long as farmers live on these farms. Its use for this 
purpose is almost as stable and as certain as the existence of the trac- 
tors and the land. In this sense this farm power is a fixed factor and 
: powerful one for continued full output and surpluses from our 

arms. 


Even if there is no other practical use of the farm power other than 
to tend the 860 million acres of cropland, “Surely,” you say, “farmers 
will not continue to use their labor to produce crops at a loss.” This 
item of labor, too, requires close examination. American farmers now 
furnish around 80 er of the labor needed. This 20 percent is not 


just added labor, but it fits into the whole farm organization and 
operation. To completely dispense with the 20 percent of hired labor 
would in many cases render much of the farmer’s 80 percent of labor 
nonproductive. If the 80 percent of unpaid labor which farmers and 
their family contribute to the operation of farms is not used it becomes 
a complete loss. Farmers cannot let their labor remain idle; and for 
farmers as a whole, this labor has no other use and market except its 
use in ee the farm power, and tending the 360 million acres of 
cropland, and the livestock on American farms. In all effects, there- 
fore, this labor becomes a fixed cost on farms in the same sense that 
taxes are a fixed cost. 
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This high percentage of fixed operating cost means, in terms of sur- 
pluses, that farmers cannot possibly reduce the volume of their output 
without losing more than they would lose if they continue a full-scale 
operation of all their farmland. This is directly opposite the situa- 
tion which prevails with industry in general, where Axed costs usually 
are around 25 percent of all costs. Industry can close down part of 
their operation and reduce their output and thereby save themselves 
from loss or at least a greater loss than they would sustain under full- 
scale operation. 


WE SHALL NOT WANT FOR ENOUGH FARMERS TO OPERATE ALL OUR FARMS 


We need from 150,000 to 200,000 new farmers each year to replace 
dying and retiring farmers. For the past 30 years we have reared 
enough farm boys to supply this replacement, and in addition have 
sent annually a net of around 250,000 boys from our farms to cities. 
In other words, we have had more than twice as many farm-reared 
boys to supply replacement farmers as we needed. There’s no proba- 
bilities that we’ll have a shortage of new farmers to man our farms 
in the near future. This insurance factor for full output and con- 
tinued surplus production is ample and certain. 


INCREASE USE OF ELECTRICITY AND CONTINUED SURPLUSES 


During the past 2 decades we have changed from an agricultural 
economy where electricity was rarely known on our farms to an econ- 
omy where it is rare to find a farm of any proportions not served by 
electric power. Tosay nothing of this great boon as a means of adding 


to the comfort and attractiveness of farm life (probably the greatest 
single blessing brought to our farm families during the past 20 years) 
its productive effects cannot be adequately measured. 

The miscellaneous, or nonfield, work on farms such as feeding, 
grinding, lifting, cleaning, transporting, aw, cutting, watering, 


painting, ete., constitute slightly over half of all work required to 
operate an average farm. Yet this work as a rule is subject to far 
greater labor-saving and productive results by use of electric machines, 
power, light, and heat than the labor saving of power and machines 
used in the field. For example, a man or a woman operating a pump 
handle to lift water is worth less than 114 cents per hour of electricity 
and motor costs doing the same job. Yet we have (due to the late 
arrival of electric power on our farms prior to the World War) just 
begun to scratch the surface of the added productive power of elec- 
tricity on our farms. It has already been the basic factor in revolu- 
tionizing the broiler industry. In the years ahead tly increased 
use of electricity will bring new productive power to farmers. A large 
part of our increased farm output in the years ahead will doubtless 
result from increased use of electricity. 


RESEARCH AND CONTINUED SURPLUS PRODUCTION 


A final factor for full output and continued surpluses is available in 
our great reservoir of agriculture research and education. A recent 
study of the Department of Agriculture concluded that if farmers 
used their eee available know-how, they could increase the vol- 
ume of our output by from 50 to 75 percent on the same acres of crops 
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and pastures now used and from the same number of livestock as we 
now have. 

Secretary Benson in a recent speech stated that a preliminary study 
of market waste indicates that around one-third of all food and feed 
value produced on our 360 million crop-acres is wasted, that much of 
this waste can be prevented, and that its prevention roughly repre- 
sented a possible increase of one-third of our potential food and feed 
supply. 

CONCLUSIONS 


From the basic factors making for continued expanded full output, 
which I have enumerated and discussed, the conclusion seems ade- 
quately justified, that we shall be confronted with surplus produc- 
tion for years to come. On the disposal side of the surplus problem, 
world conditions and abnormal world market situations, do not give 
bright prospects of selling these surpluses for dollars, without drag- 
ging world prices—prices of our own farmers and other farmers— 
to disastrously low levels. We cannot afford to have this predicament 
happen—both because of our domestic economy and our international 
relations. 

On the other hand, if this problem can be constructively met by a 
well-conceived national policy of using these surpluses to feed and 
clothe people abroad, the problem can be turned into a great service 
to us and them. This can be done in a way which I feel certain will 
return us a maximum of tangible and intangible value from our 
surpluses; and permit needy people abroad to contribute as much as 
possible in payment for these surpluses; and incidentally enable them 
to undertake self-help programs in their countries. The Agricultural 
Trade Development and Assistance Act of 1954 is a constructive 
beginning in the use of these surpluses. The probability of continued 
surpluses makes it necessary to perfect this act and our plan of using 
these surpluses in a sound satisfactory way. 

Senator Horzanp. Do you have a suggested group of perfecting 
amendments or partecting details that you think should be added to 
Public Law 4804 

Mr. Sanvers. If you would permit Mr. French to finish his testi- 
mony he probably will bring out some of those and will place our 
position with regard to that. 

The purpose of my testimony as you see was to lay a sort of founda- 
tion of the nature of the surpluses which would be a foundation for 
Mr. French’s testimony on the position that CARE has taken and 
what CARE has done with the surpluses. 

Senator Hottanp. All right, sir. 

Mr. Sanpers. I am not trying to avoid answering, but I believe it 
would be answered better after Mr. French gives his testimony. 

Senator Hotzanp. All right, we will next hear from you, Mr. 
French, You may proceed. 


STATEMENT OF PAUL C. FRENCH, EXECUTIVE DIRECTOR, 
CARE, INC., NEW YORK, N. Y. 


Mr. Frencu. My name is Paul C. French. I am executive director 
of CARE. 

We have watched the operation of the three sections under Public 
Law 480 in a number of countries. 
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Under title ITI, the first giveaway program, I would like to say a 
few things. 

I think that some of the surpluses could be used constructively if 
the Secretary of Agriculture would make some of the grain available. 
The present situation is that only butter, cheese, and milk and cotton 
seed oil are considered in surplus by the Secretary. 

Some of the programs, such as the school-lunch Program, and 
others, a certain amount of the grains could be very useful and very 
helpfully handled. ; 

he major problem, however, under title III of the act is the ques- 
tion of ocean freight. 

The Congress authorized the use of ocean freight to move surpluses 
where they were distributed by private agencies around the world. 

In the FOA legislation of this last session a certain amount of 
ocean freight was set aside but not sufficient to move any quantities 
of the surpluses. 

It seems to me one of two things should be done by the Congress, 
either the provision should be discontinued and no ocean freight 
made available, or sufficient ocean freight be made available to move 
sizable quantities. 

Senator Hotianp. How much has been made available? 

Mr. Frenon. There has been about, for all of the operation of all of 
the private agencies, including surplus and other items, which are all 
lumped beige under FOA, I would guess about $7,500 million. 

Senator Hoxuanp. Is that all foreign? 

Mr. Frencu. For all foreign uses; that is right. 

Senator Hoxttanp. Does that include governmental grants to 
others ¢ 

Mr. Frencu. That is under title II. I will come to that in a 
minute, 

Senator Hotianp. That has to do only with the distribution under 
title III by private agencies? 

Mr. Frencu. That is right. 

Senator Hottanp. What agencies come under that? 

Mr. Frencu. The National Catholic Welfare, Church of the World 
Service, American Friends, Lutheran World Relief, the Joint Jewish 
Distribution Committee, the Mennonites, the Brethren—I would guess 
about 60 different agencies in various degrees, with the bulk being 
handled by CARE, National Catholic, Church World Service, and 
Lutheran World Relief. 

Senator Hottanp. What percentage of the total does CARE 
handle? 

Mr. Frencu. I would guess about one-third, roughly, but the major 

roblem in this freight situation it seems to me from our experience 
is that there are a number of countries that are perfectly competent 
to pay the ocean freight on surpluses given to ‘Sidi under title III 
of the act, but as the act now reads it is a very difficult thing for us to 
negotiate ocean freight, when you talk to the Government. ministers, 
as I have done in raany countries. They say, “We could afford to 
bring it in, but as long as the American Congress has authorized its 

payment, we cannot justify our own people paying for it.” 
t seems to me that the Congress duvald Conuiss some kind of a 


fund that the President might have available that could pay the 
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ocean freight in areas not passable for the receiving country to do it. 

Libya on not have any money to pay anything. If you want 
to do anything there you have got to pay the ocean freight. They 
could not hire a camel to go across the country. 

But. a country like Germany, they could. I talked to Minister 
Schroeder about a milk-and-butter program. They were quite able 
to pay him Deutsche-marks to move it. But as long as the American 
Government was going to pay it, he did not feel free to offer to do it. 

Senator Horzanp. What kind of line of demarcation should the 
legislation draw between one class of country and the other? 

‘Mr. Frencw. It is a fairly difficult one, but there is a provision 
under the FOA legislation, what they call bilateral agreements, that 
they sign with countries. They do not offer those bilateral agree- 
ments to every country. 

They provide if the country—since the United States will pay the 
ocean freight on relief goods, for example—will pay in their own 
currency internal distribution costs, that will be done. Those agree- 
ments have been canceled with some countries, such as Great Britain, 
Where they had such an agreement, and Norway. They are being 
offered to other countries. 

I think that a line could be drawn there on the basis of the countries 
that have bilateral agreements and the ones that do not. 

I would like to see it in legislation. It is a difficult thing to write 
legislatively, I am sure. 

Senator Hottanp. Have you drafted a suggested amendment? 

Mr. Frencu. We are trying to work out something. We find it is 
difficult to write it seein , but Colombia, for example, is a country 


where we are ae school-feeding program. We have negotiated a 
t 


program to pay the freight. They are able to do it. ey have 
sufficient funds, and there is no reason in the world why the United 
States Government should pay the ocean freight. 

Senator Hottanp. What is there wrong about the present legisla- 
tion on this? Do you mean that it does not invite other countries to 
pay or provides that we should pay it, or what ? 

Mr. Frencu. The law provides that the United States may. It is 
a permissive legislation, but in practice, when the legislation makes 
it permissive, any receiving country feels that the permission will be 
exercised and the freight will be paid, so that it seems to me that there 
has to be some change in that, in fairness to the American taxpayer, 
that a country that can afford to pay it ought to pay., There is no 
question of that in my mind. 

Senator Hotztanp. Then you would clothe some agency with author- 
ity to determine whether in each instance the country can pay, and 
therefore should be required to pay? 

_ Mr. Frenca. Some machinery of that kind should be established, 
it seems to me, 

Senator Hotzanp. I invite you to submit a suggested draft or 
drafts—— 

Mr. Frencw. Well, we will be glad to do so. 

Senator Hot.anp (continuing). For the record. 

Mr. Frencn. All right. 

The other phase of that which is very difficult is the oe of the 
ocean-freight money. Now, allocations are made on a quarterly basis 
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of the fiscal year. It is almost impossible to work out an intelligent 
program based on 90-day periods. 

If you discuss, as I did last week with the minister of health in 
Haiti, a school-feeding program using milk, the only thing that you 
could be sure of in terms of ocean freight is that they have no money, 
And, on a 90-day period, it is almost impossible to work out a program. 

Senator Hotzanp. Does the law require 90 days? 

Mr. Frencn. It does not but, administratively, that is the way it 
operates. Something in the law might provide for distribution over a 
year’s period, so that you could plan intelligently a 12-month program, 
at least. 

Senator Hortanp. Why is it necessary for the law so to provide, 
if the law as now stated is sufficiently flexible to allow the regulations 
so to provide? 

Mr. Frencn. I do not know the answer to that, Senator. All I 
know is practically that is the way it operates. It makes it extremely 
difficult. We have not been able to work out any program with FOA 
or any other agency that would provide freight for a full period, for a 
program, so that you could plan it intelligently. 

Senator Hottanp. Whose regulation is that 90 days? 

Mr. Frencn. FOA’s, I guess. 

Senator Hotiap. Have you endeavored to get them to change it? 

Mr. Frenou. I have talked to quite a number of people there. It 
seems to be an internal reason that they feel that is the best. way to do 
it. But from a planning standpoint of personnel and program, it is 
almost impossible to hire people to go to Egypt, for example, to do a 
school-lunch program on a 90-day basis, not knowing at the end of that 
period whether they are still working for you or not. And from the 
standpoint of the Egyptian Government, who will provide army 
trucks, and move it physically around the country, they have to plan 
ahead with some degree of intelligence. It makes it very difficult. 

That is an administrative problem. 

Inasmuch as it has not worked out for 2 or 3 years, it occurs to us 
there might be some value in doing something legislatively about it. 

Senator Hornanp. This problem existed prior to the enactment of 
Public Law 480? 

Mr. Frencn. It operated the same under Public Law 416. 

Senator Hotianp. You are speaking now of the operation under 
title TIT? 

Mr. Frencu. Title ITT. 

Senator Hottanp. Of Public Law 480? 

Mr. Frencn. Yes, that is right. 

Senator Hottann. Proceed. 

Mr. Frencn, Title II of the act. There is one thing that I observed 
around the world where government-to-government exchanges are 
made. 

Senator Hotianp. That, again, is a grant? 

Mr. Frencn. That is right. That is a straight grant under title I. 

It seems to me that very frequently the American gift is lost sight 
of when it goes through the opposite number government. I think 
there is some very real value in having some private American group 
supervising the distribution down to the ultimate receipient, so that 
they know it is a gift of the American people. 
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Under title I, the sales program for local currencies, it seems to me 
considerably more progress could be made and more moved if 2 or 3 
things were done. i 

The first is the difficulty of negotiating governmentally, which is 
a slow, ponderous process. I have watched in many countries. It 
takes a long time between the ambassador, the foreign officer, the 
minister of agriculture, the minister of finance, et cetera, before any- 
thing is really worked out. It is a slow process. 

The reason for it, I think, is because they negotiate basically after 
consultation with many departments here the total amount of money 
that the country will be permitted to buy. 

The second phase of it, before an agreement is reached, they must 
work out what will happen to the local currencies which, in many 
cases, takes quite a bit of time. 

It seems to me that if the total figure was reached, say, of $5 million 
in Bolivia, that in the initial stages it is not very important what 
happens to the $5 million worth of bolivianos. That can be worked 
out over a period of time, whether the United States Government 
uses it for its Embassy to buy strategic materials, or uses it for social 
projects, or various things in the country that could be worked out over 
a period of time, but if it has to be all wrapped up in the initial pack- 
age, which it does now, it takes a great deal of discussion back and 
forth and takes months. 

Senator Hotzanp. Does the law require it to be “all wrapped up in 
the original package,” as you put it? 

Mr. Frencn. I do not think so. I think, again, this is a prob- 
lem that has developed between the various departments of the 
Government. 

Mr. Sanvers. Your point is that when you have government-to- 
government negotiation, it does take that time? 

Mr. Frencn. It is a much longer problem. I have had discussion 
in many of the Latin American countries where we operate, where I 
am convinced under title I programs could have been worked out in 
2 weeks, and then programs worked out for the use of the money 
which could have been mutually satisfactory. 

Senator Hottanp. And title I being the sales? 

Mr. Frencu. The sale for local currency. 

It seems to me some provision should be made under title I, so that 
a private commercial group, like CARE and others, could do some of 
the mentanotren under some very broad policy, and do it a great deal 

uicker, 
a" For example, in Bolivia, CARE is in the process of a resettlement 
Progeete. Dr. Sanders is going down there next week. 

They are giving a million acres of land. They are going to pay the 
boliviano cost of the development for the unemployed tin miners and 
the Indians. We are going to raise the dollar cost of what we need 
to make this work. 

On the wheat they have bought from the United States for bolivi- 
anos, it seems to me that some of those could have profitably been used 
in this land-resettlement program, which is one of their erying needs. 

If they do not do that, if that cannot be worked ont, then they have to 


issue additional bolivianos, and there is a threat of inflation, which is 


not good for them or us. 
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It seems to me that some of these funds, instead of worrying about 
them at the initial stage, could be worked out for many projects 
through private groups and the governmental agencies, as you go 
along, rather than worrying initially about all of the details being 
worked out, because in the case of some of these South American 
wenn particularly, they operate very slowly on the government 
evel. 

They are suspicious. They are afraid of just what the relations are, 
a they take a lot of time thinking them over and consulting each 
other. 

Our experience has been, and I am sure it is the same with other 
private groups, that I can see a president or a prime minister or a 
minister of finance without much trouble and can sit down and have 
dinner on a Sunday evening with him and work out the details, because 
he does not have any fear of any strings that are being attached to it. 
You can work out very quickly a mutually satisfactory and helpful 
program. 

It seems to me that that would be a thing that the committee should 
consider as a means of moving more of the surpluses quicker. 

Senator Hotianp. There is no handicap in the existing law for that 
being done; is there? 

Mr. Frencu. Thatisright. There is no handicap. 

Mr. Sanvers. Except inistratively. 

Mr. Frencu. Thatisright. That is the problem. 

You see, the basic problem seems to be our Government departments 
that are involved, so that before anything gets accomplished, the State, 
FOA, Agriculture, Commerce, Treasury, and the Bureau of the Bud- 
get all have to be in it. That takes up a lot of time agreeing at this 
end. 

And then, when agreement is reached here, it has to go to our Am- 
bassador in, for example, Peru, who has to start the same process 
there, and so forth, et cetera. And then when there is a tentative 
agreement, it has to come back and go through the same governmental 
committee here. 

By the time that takes place an awful lot of weeks have gone along 
the road before you get through it. 

I am certain from my experience—I have been in over 70 countries 
in the last 9 years, and I am convinced that a great many of these 
things can be done much quicker than they are being done. 

Senator Hoizanp. Is it your suggestion that the law mandatorily 
set up administrative machinery that will prevent the long delays 
that you are talking about? f 

Mr. Frencu. I would like to see something. Frankly, I do not 
know how you would do it by statute, but there certainly ought to be 
some way. 

Senator Hotianp. What we are interested in, of course, is in getting 
specific suggestions. 

Mr. Frencu. Specific proposals. We are trying to prepare some 
specific proposals of how this might be accomplished. It is a little 
difficult in a sense, because we have to deal with all of the executive 
branches of the Government. If you come in with a proposal that 
seems to be critical of some teindh of the Government with whom 
you have to deal the next day, it makes your problem of dealing with 
them more difficult. 
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Senator Horzanp. Of course, somebody has to take the respon- 
sibility for working out the details. Congress cannot do that, and 
there 1s no single agency which can do it because the various executive 
agencies have parts in it. 

What simplification of the problem do you suggest ? 

Mr. Frencu. Well, I think it is very easy to make suggestions when 
you do not have the responsibility of doing it. 

“ Senator Honzanp. You understand the Congress does have the 
responsibility for passing the legislation, but after it is passed the 
executive agencies have the responsibility for administering it. 

Mr. Frenon. That is right. 

Senator Hotianp. They have fixed patterns of action, and we 
certainly do not want the ordinary safeguards that accompany the 
expenditure of public funds to be neglected. 

It seems to me that if you have some suggestion that would simplify 
the matter and cut corners, that you should submit it specifically. 

Mr. Frenoun. I will be glad to do that. We have talked about it. 

Senator Hotitanp. We want to follow the established lines of pro- 
cedure. If you do that, we will be glad to see that it is in the record. 

Mr. Frenow. Very good. Thank you very much. That covers the 
points. 

Deneiet Hotianp. You have no comment to make with reference to 
title I 

Mr. Frenen. Yes; this first part, and this business of selling, if 
the negotiations could be handled on a nongovernmental business, I 
am convinced that it could be done quicker for a greater volume. Here 
is an example: 

I talked with the President of Chile. They never had a school- 


lunch Poeee there. They do not produce enough milk to do it. 


He and his wife were interested in it. 

I am convinced a program could be worked out there, part give- 
away and part sale, which, down the road, would lead to a permanent 
market for American milk. 

As he said to me, “Once we start it, we will never stop it. The 
people will insist that we continue it.” 

The government-to-government business of negotiating, that is a 
long-drawn-out, involved thing. 

I think I could work out a program like that in 2 weeks. And down 
the road, it is a potential milk market for American products. 

Senator Hortanp. What you suggest is that the Congress turn 
it over to you or somebody else outside of the Government to work 
out an expenditure for large sums of Federal money, without 
safeguards 

Mr. Frencw. Not without safeguards. I have CARE’s reputation 
at stake. I have worked too hard in developing CARE in 9 years. 

Senator Hotianp. I am not suggesting that you would mishandle 
it. I am suggesting that the legislation you propose would, so far 
as I can now see, eliminate all of the customary safeguards and leave 
none, 

Mr. Frencu. There certainly should be safeguards. There is no 
question about that. I am not proposing that. 

I guess basically what I am proposing is that someone appointed 
in the Government have delegated authority from the Congress to - 
the President to make decisions, and in some cases, to say to CARE, 
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“You do this,” and in other cases say to another group or a private 
trader, “You work this out.” 

And directly do that under the kind of policy scheme that is set 
up, which is not too difficult to set up at the policy level how you are 
going to operate. 

Senator Hotztanp. I am not too much or about the pros- 
of your suggesting something that covers this practically, but 

do invite you again to submit in writing any suggestions that you 
have on the subject. 

Mr. Sanpers.- It seems to me that what we have undertaken to do 
in this cotton program is somewhat related to the problem that you 
are mentioning. 

We are undertaking to initiate, I think, the first distribution project 
that has been worked out through title I1 of this act. In that negotia- 
tion, I have gone down to Bolivia and got certain information about the 
needs of the hospitals and the old-age homes, and other institutions. 

I have talked to the millowner there about the possibility of him 
taking raw cotton in payment for processing raw cotton that we take 
down there, to use in bedlsheets and ticking for mattresses, and things 
like that, and have negotiated an arrangement, an agreement with him 
that he would do that. 

It seems to me that that is being done under this. 

It seems to me that the law could specify that more of this dis- 
tribution would be done by private agencies under the supervision 
of Government agencies, rather than the Government agency negoti- 
ating all of the methods and the details of how it is to be distributed, 
with proper safeguards as to what should be done with the counter- 


part money, and things of that kind. 
It seems to me that they could set up regulations on that, yet not 
undertake to do all of the nagtecont 


Mr. Frencu. I think our feeling, on the basis of the last few years, 
using these surpluses in many places of the world, that the problem 
is one that requires imagination and flexibility. 

It is very difficult to fit into a standard pattern because every country 
and every commodity presents a different problem. This freight 
situation is different everywhere. 

The internal distribution is different everywhere. 

It seems to me that there needs to be more flexibility and imagina- 
tion in the movement of this. 

I think a fairly sizable amount could be moved under the three 
titles of the act. 

I think in many cases it could be the beginning of creating new 
markets for American agricultural surpluses, 

It takes a degree of imagination and flexibility to see what each 
country can do, 

There are no two alike. 

I was in Haiti last week, trying to see if we could work out this 
cotton program down there. FOA is interested in trying to develop 
that, if we can. That is true in about 14 countries, that is, doing that 
sort of thing, the possibility of it. 

The situation in Haiti is completely different than in Bolivia. 

I will have a meeting next week in Senden with all of our regional 
people from all over the world. We are going to meet there. 
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FOA is interested in whether various types of programs using 
surplus cotton can be worked out. . 

I am sure every one of the 14 countries will present a different pro- 
gram. There is no standard pattern. 

I am sure it will work. ’ ; 

The point I am trying to make, and am making poorly I think, is 
that somewhere in here there needs be enough flexibility and imagina- 
tion to try out the different things, the combination of all of them. 
They are involved in the movement. 

I think that is all we are trying to say, is that there is some way 
that there can be the flexibility of doing that. ) 

Senator Hottanp. What you are trying to say is that you wish, 
if possible, to transact public business as simply as you can private 
business. 

Mr. Frencn. Maybe I am. ee 

Senator Horzianp. It will take a greater degree of imagination to 
come to that conclusion than I have. 

Mr. Sanvers. It seems to me that his point, the point that he is 
trying to make, is that this problem that we have here is one that does 
not lend itself very well to Government redtape and diplomacy. It 
is more a problem of a business transaction. 

Senator Hottanp. When CARE was set up to operate, it was to 
operate through private gifts. What has happened now is that you 
are being used also to handle some public grants or to participate in 
the handling of some public grants. The rules that you can and 
should follow in administering money that is given to you freely by 
individuals to carry out a charitable, worthy purpose, do not neces- 
sarily apply at all to public administration. And what you are saying, 
as I understand you, is that you wish that you had just as much 
flexibility and just as much scope of your imagination in handling 
the public grant as you have developed in handling the private gifts. 

Mr. Frencn. That is probably a fair statement, and the reason 
I think that is, I think we could be helpful in this whole problem of 
surplus. 

Mr, Sanpers. Is it not a fair statement that in handling this, CARE 
is perfectly willing to and could adjust itself to any general public 
regulations that may be imposed on us? 

Mr. Frencn. I am not asking you to turn the stuff over to us and 
say, “Do with it what you want.” 

Senator Hotzanp. You are not the first gentleman to chafe under 
the necessity of having to follow out governmental redtape and gov- 
ernmental restriction. It is just a fact. Sometimes it is an unfortu- 
nate fact, but very necessary when you handle public funds. 

Have you anything further, either of you, for the record? 

Mr. Frencu. That is all. 

Senator Hotzanp. Are there any other witnesses? 

Mr. Tuomrson. Not for today. We have some scheduled for Mon- 
day at 10 o’clock. 

enator Hotzanp. We will adjourn now until 10 o’clock Monday 
morning. 

(Whereupon, at 3:15 o’clock p. m., the subcommittee adjourned 
until 10 a. m., Monday, March 14, 1955.) 
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MONDAY, MARCH 14, 1955 


Unrrep Srates SENATE, 
SuscoMMITTER ON Disposal oF AGRICULTURAL SURPLUSES 
OF THE COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The subcommittee met at 10:15 a. m. in room 324, Senate Office 
Building, pursuant to adjournment, Senator James O. Eastland 
presiding. 

Present: Senators Eastland, Scott, Young, and Schoeppel. 

Also present: Sam Thompson and Roy r Hendrickson, advisors 
to the subcommittee. 

Senator Easttanp. The committee will be in order, please. 

Please identify yourself, Mr. Raskin. 


STATEMENT OF BEN RASKIN, ECONOMIST, DANIEL F. RICE & CO., 
CHICAGO, ILL. 


Mr. Raskin. My name is Ben Raskin. I am an economist for 
Daniel F. Rice & Co., Chicago, Ill. May I proceed, sir? 

Senator Eastitanp. Do you have a copy of your statement? 

Mr. Rasxrn. No; Iam afraid I donot have. I have some comments 
tomake. Idonot havea pen statement as such. 

Senator Easrianp. All right, proceed. 

Mr. Raskin. The marketing of grain must be considered from a 
total national viewpoint. It is our intention, however, to present to 
the committee some of the factors which particularly impress us in 
the Middle West. The midwestern farmers generally farm the more 
fertile and productive lands. Their taxes are higher than that of 
farmers in other sections of the country, and land values throughout 
the Midwest tend to be significantly higher than the national average. 
It seems to many of us who live and work in the Midwest that our 
farmers have been discriminated against and have unjustifiably had to 
bear the brunt of unnecessary price declines. 

The primary grain products of the Middle West are wheat, corn, 
oats, and soybeans. I would like to point out that so far this year 
the farmer has received nowhere near parity prices for any of these 
commodities and that with the exception of. soybeans, he has not 
received anywhere near price-support level for his commodities in the 
open market since 1951. 

We believe that this results to a great extent from the action of the 
CCC, in the marketing of grain coming into their possession and in 
the conduct of their export operations. 
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In the marketing of wheat, especially through export channels, we 
find the CCC guilty of the most marked discriminations against mid- 
western farmers. Wheat exports during the past few years have been 
generally speaking controlled as to quantity and quality and price 
by the CCC. Wheat. is of course sold abroad under an export subsidy 
which is changed daily in accordance with changed market levels, the 
international wheat agreement, and apparently in accordance with the 
desires of the Government. 

Senator ScnoerreL. I would like to ask, at that point, what you 
mean when you say “discriminated against the midwestern grain 
farmer.” Can you be more specific on that? 

Mr. Rasxrn. I had planned to, later on in my comments. 

Senator Easrianp. You say he gets nowhere near parity, and not 
since 1951. Are you going to cover that later on? 

Mr. Rasxrn. I hope to, perhaps if you would delay your questioning, 
so I could complete it and then I might tie up some of these. 

Senator Eastianp. All right. 

Mr. Rasxtn. In the conduct of this export operation, Commodity 
Credit has, first of all, created an insurmountable barrier to the export 
of the privately held wheat. 

And, pe of all, has discriminated against the export of soft 


wheat, harvested in the Middle West. 

Commodity Credit Corporation has monopolized the export trade 
by providing what amounts to transportation subsidies. Grain for 
export is quoted by Commodity Credit Corporation at prices f. o. b. 
eastern ports, substantially below Chicago futures prices. For exam- 


ple, the Government is now offering No. 2 soft red wheat for export at 
2114 cents over Chicago futures prices f. 0. b. vessels at eastern seaboard 
points. To buy cash wheat in Chicago and to move it into export 
channels would cost about 2514 and would over Chicago futures prices 
or 414 cents more than the Government-offered price. Consequently, 
= only wheat that does reach export channels is Commodity Credit 
wheat. , 

Discrimination against red wheat has taken other multiple forms. 
There have been instances where the Commodity Credit Corporation 
has exercised its influences to divert inquiries for soft wheat into the 
purchase of hard wheat. 

Senator Eastianp. Where are the two wheats grown ? 

Mr. Raskin. I think generally speaking you can characterize parts 
of Missouri, the States of Illinois, Indiana, Michigan, and Ohio as 
being some of the red-wheat areas. Of course, you have your hard 
winter wheat in the Southwest and then your spring wheat and Pacific- 
coast wheat. I think that would be the four. 

Senator Easttanp. Kansas wheat is hard wheat ? 

Mr. Rasxrn. I would say the bulk of it is hard red winter wheat. 

Senator Easttanp, That is all I wanted to know. 

Senator Scnorrret. The great bulk of it is. 

Mr. Raskin. Yes, sir. 

For example, Yugoslavia, according to our information, has been 
very much interested in the purchase of soft red wheat, yet eventually 
wound up by taking almost its entire requirements in hard wheat. The 
same thing happened recently in a case of inquiry for soft wheat for 
India. More recently during the week of February 21, Commodity 
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Credit Corporation introduced a new element in its annonunced wheat- 
subsidy rates. Prior thereto the consistent policy had been to an- 
nounce a wheat subsidy for the export from the gulf and one for ex- 
port from the Atlantic coast.. This subsidy was equally available for 
any type of wheat, but, during the last week of February, the Govern- 
ment announced a subsidy of 9 cents per bushel less for soft wheat 
moving out of the gulf as against hard wheat. On March 1, this 
subsidy was 76 cents per bushel on hard wheat and 67 cents per 
bushel on soft wheat. 

This dual subsidy the announcement of it, for Gulf ports coincided 
with an export sale of soft red wheat to Israel, a portion of which at 
least was filled out of private wheat stocks. Our logical conclusion 
at that time was that the Commodity Credit Corporation sought to 
discourage any further soft wheat exports from Gulf ports. 

A greater understanding of the significance of these policies requires 
a brief discussion of the Chicago futures market. Wheat prices 
quoted on Chicago futures are the base point for world prices, and un- 
necessary or arbitrary depression of the Chicago wheat futures prices 
has a damaging effect upon all of our American wheat producers. 

For sometime now, somewhere about 4 million bushels of soft red 
wheat has been kept in storage in Chicago. This is a large part of 
the relatively small superfluous of soft red wheat existing in the 
country. But despite the relatively small quantity involved of this 
stock of wheat has acted as a price depressant on Chicago futures 
prices and consequently upon wheat prices generally throughout the 
United States. 

Senator Scnorrren. Where is that storage wheat from ? 

Mr. Raskin. I would say most of it is from southern Illinois and 
southern Indiana. 

Senator Scuorrret. Right in your area, is it not ? 

Mr. Raskin. Tributary to Chicago. 

Senator Scuorpret. If they moved into the Atlantic seaboard, they 
would have transportation on it ? 

Mr. Raskin. You mean the rail movement into it ? 

Senator ScHorrre.. Any way you would move it. 

Mr. Raskin. Yes, sir. 

Senator ScHorrret. That would be a cost factor, would it not? 

Mr. Raskin. Yes; it would. 

Senator Scuorprer. All right. 

Mr. Raskin. The price impact of this overhanging stock of soft 
wheat on the Chicago futures can be best illustrated perhaps by a 
comparison of futures prices in Chicago, with the prevailing markets 
in Minneapolis and Kansas City. Traditionally that is in past years, 
Minneapolis wheat futures were quoted at 10 cents below Chicago and 
Kansas City roughly speaking about 15 cents below Chicago to ac- 
count for transportation and other handling charges. But during the 
past year or two Minneapolis and Kansas City have been at substan- 
tially premiums above Chicago futures. For example, March 3, the 
comparative futures quotations were for May wheat, wheat for de- 
livery on May contracts, Chicago, the price was $2.13 per bushel. 
Minneapolis, at that time it wis $2.33 per bushel. And Kansas City 
was $2,2434. 

The basic reason for this reversal in price relationship is that the 
Chicago wheat futures contracts permits the delivery of soft wheat on 
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the same basis as hard wheat, but in Minneapolis and Kansas City the 
contract is a hard wheat contract red wheat not being deliverable in 
satisfaction of futures commitments. 

In view of this fact, it would certainly be logical for Commodity 
Credit Corporation to make efforts to remove the small surplus of red 
wheat held in Chicago by encouraging private sources in their efforts 
to dispose of these stocks or by providing for exchange of Government- 
held hard wheat for privately-held soft wheat. Exchanges of the 
higher priced hard wheat for soft wheat would cut the value of the 
Government’s inventory of grain and would therefore save some money 
for the American taxpayer. If the Chicago market were freed in 
whole or in part from the influence of an overhanging supply of red 
wheat which is used or has been used for delivery in future contracts 
it is clear that substantial improvements of wheat prices in Chicago 
would be realized. 

Senator Scuozrret. Do you find much milling demand for your 
red wheat ? 

Mr. Raskin. Recently there has been. 

Senator ScHOEPPEL. Up to just recently have you found any? 

Mr. Rasxxrn. I think, what I would call an inelastic demand. A 
certain minimum amount used every year. 

Senator Scuorrret. About how much is that minimum? 

Mr. Raskin. About 150 million bushels. 

Senator ScHorrrei. Over the entire United States ? 

Mr. Raskin. Yes. 

Senator Scnorrre,. About what part of that is confined to the 
Chicago area? 

Mr. Raskin. Our milling requirements in Chicago? 

Senator Scuorrre.. Yes. 

Mr. Rasxrn. I would have to guess on that. I would guess about 8 
to 10 million bushels knowing what mills we have in Chicago. 

Senator Scuorrre:. Less than 10 percent of it? 

Mr. Raskin. I would say so, yes, sir. In the field of corn, Com- 
modity Credit Corporations likewise totally usurped the export mar- 
ket by shutting out domestic producers from any sales of free corn 
into export channels. This has been accomplished soon by the 
Government continually offering corn for export at prices lower than 
the free-market price. 

Commodity Credit Corporation now offers with a moisture content 
of 11 to 12 percent for export at 1914 cents over Chicago futures prices 
f. o. b. vessels other than seaboard. I might say this so-called basis 
was increased 1 cent per bushel about Tuesday or Wednesday of last 
week, It had been running at Vie centsover. In order to buy equiv- 
alent corn in Chicago, which is the lar corn market in the world, 
and to move it to the eastern seaboard would cost approximately 27 
cents over Chicago futures prices taking into account elevation, trans- 
portation, and handling costs as well as relative moisture content. 

In other words, the cost to private sources would amount to 8% cents 
more than the Commodity Credit Corporation is offering corn at the 
eastern seaboard. Any support which corn prices would normally 
realize from export buying is automatically gone. We should nor- 
mally expect a fairly brisk demand for corn export purposes during 
the rest of this crop year, in view of the short Canadian supply of 
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barley and a Argentine corn crop. Persistent offering of corn 
and wheat by the CCC had the effect of undermining the market 
levels. For one thing the corn and wheat processors have dispensed 
with the necessity of maintaining an inventory of grain, They have 
been placed in a ce of being able to turn to CCC for their ae 
plies. Industrial inventories to this extent tend to be financed by the 
Government, As far as we are concerned no fundamental reason 
exists for the current low level of prices for corn and wheat. 

In our opinion, it would take little in the way of governmental 
encouragement to provide the basis for substantial price improvement. 
We believe that everything should be done to permit the private grain 
trade free access to the foreign and domestic markets. The private 
demand for grain thus created would, in itself, provide powerful price 
influences. 

Secondly, we believe the Government should not offer its grain in 
domestic channels as long as current domestic prices are below effective 
support levels. 

The net result of such changes in policy we believe would be to 
decrease the amount of grain coming in the support program and in 
general strengthen our farm economy. 

In conclusion, then, it should be emphasized that it is not the 
intent of Congress to have the loan program utilized to depress grain 
prices. The farmer has readily responded by referendum to Gov- 
ernment appeals for reduced acreage and other controls. This con- 
fidence in the Government should not be violated. 

If I would have your permission, Senator, I would like to read 
an editorial from the Chicago Daily News, one of our large Chicago 
newspapers, dated December 13, 1954. 

And the title of the editorial is the Boost for Grain Center. 

The recent announcement that the Glidden Co. proposed to build at Calumet 
Harbor a $10 million grain elevator, with a 6%4 million bushels capacity, was 
a welcome boost to Chicago’s somewhat shaky position as the world’s principal 
grain-marketing center. 

Our prominence in this field has been diminished by the monopolistic market 
prices by the Commodity Credit Corporation, the Federal agency which operates 
the farm price-support machinery. It offers surplus wheat for export, at 
eastern ports, at prices substantially below Chicago prices. 

This system eliminates small grain dealers from the export market, and 
actually depresses prices of Chicago wheat prices during the harvest season. 
There are also numerous complaints that large elevator interests are driving 
small dealers from the market by acting in the triple capacity of storers of grain, 
merchants, and speculators. 

Senator Scuorrret. Right there, let me stop you. During the 
harvest season when there is a wheat glut on, I do not know any 
big-city grain merchant of any consequence, or any grain organization 
on futures that ever boosted the price. They wait until it is stored 
on the ground, if no other storage is available, and this drives the price 
down. If it had not been for price support, even on grain stored on 
the ground, the farmer would have to sell at depressed prices if forced 
to put this wheat on the market. Do you agree with that? I can give 
you hundreds and thousands of illustrations. 

Mr, Raskin. I cannot disagree with that. 

Senator Eastzanp. Do you agree with it? Answer his question. 

Mr, Raskin. Yes; I do agree with it. 
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Senator Scnorrre.. Therefore, how would the farmers in the pro- 
ducing areas be affected by a change in the policy of handling at e 
vest time ? 

Mr. Raskin. I think part of the answer to that, Senator, is by in- 
creasing terminal elevator capacity and letting competition take place 
among the excess space of grain to handle it. 

Senator Scnoerret. I do not know what your experience is in your 
area, but let me tell you something, very kindly. I have been deluged 
by farmers and grain merchants who come to Washington and get 
certification for the building of tremendous farm storage elevators. | 
mean within the farming areas, not out on the farm. That practice 
has just grown by leaps and bounds and they all love it, because Uncle 
Sam, the taxpayers, are paying much of the storage on those terminal 
elevators and amortizing their investment over a shorter period of 
time. 

Mr. Raskin. As a matter of fact, one of the things we have com- 
plained of in recent years is the fact that during the harvest. season 
the basic price on wheat, for example, July and August, goes away 
down and in the past years I can remember where red wheat on the 
spot market in Chicago would sell 7 or 8 or 9 cents under the futures 
price. And it was no trick at all, say, for a warehouse to buy at that 
price and hedge it in the futures market with about 2 days to go before 
delivery and pickup at 7 or 8cents. Just automatic. Did not require 
anything except the ability to have storage space. I think that is a 
very critical problem. I think, if they had an increase in terminal 
storage space and the space were excess capacity, had to compete for 
the grains during that aaah season, you would have a better price. 

Senator Scuorpret. I think we are getting to that place right now, 
if we ever work some of these surpluses off. 

Mr. Raskin. Yes. 

Senator Youne. Why has Chicago been more short of storage space 
than the other principal marketing areas? 

Mr. Rasxtn. We have not had any additions, substantial additions 
to capacity the last 15 years. There are several additions that have 
been made to elevators. There have been no new elevators built. 
This editorial suggests that the Glidden Co. is building a new 
614-million-bushel house there. I understand the new regional 
authority is planning to build some new additional capacity. I do 
not know how to explain the answer, why there have not been more 
built. I just cannot understand it. 

Senator Scuorerre.. It is easier to manipulate the market with a 
shortage of storage space; is it not? 

Mr. Raskin. I do not know how to answer it. I would say it would 
be easier to have control over the circumstances. 

Senator Scnorprset. Isn’t it true that much of the time during the 
last 3 or 4 years, as much as one-half of your storage space in Chicago 
has been filled with Canadian grain? 

Mr. Raskin. Well, up until about 2 or 3 years ago that was true. 
Until they put the restrictions on imports of oats from Canada out of 
50-million-bushel capacity against futures deliveries we might have 
25 million bushels of Canadian oats in there which choked off the 
capacity from attracting any American grains into the market. 

Senator Scurorrre.. If the American farmer wanted to ship wheat 


in there he could not find storage space ? 
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Mr. Rasxrn. Yes. sas 

Senator ScnorpreL. You mentioned restrictions on imports? Is 
:t not a fact that the quota now permits them to export to us about all 

the surplus they have? 

OMe Tacit This year was a bad crop year in Canada and they 
have an export quota of around 23 million bushels. 

Senator Scnorpret. That was from October to July? 

Mr. Raskin. Yes. 

Senator Scnorpret. But if they had more oats to export, they 
probably would have gotten a bigger quota? 

Mr. Rasxxy. I just would like to mention one thing that sort of 
interested me the other day. 9 

The Commodity Credit Corporation asked for competitive bids on 
some oats that they had in store in Peoria and Chicago and some other 
terminal points, and I read the specifications just, I would say, out of 
idle curiosity, with the idea of keeping up with what they are doing 
and they had the usual commercial specifications and terms for the 
bids on the oats except one thing that amazed me, that the buyer had 
to agree not to export the oats to Canada. And I thought it was pecu- 
liar because we certainly accepted Canadian oats, but the buyer could 
not buy these for export and was prohibited from reselling them in 
Canada. But the prohibition was in the Commodity Credit Corpora- 
tion specifications. I do not know if there would be a market for 
them there. 

Senator Scnorrret. Mr. Chairman, that points up, I think, one of 
the great difficulties with agriculture in our area. North Dakota is 
probably being hit harder than any other State. Wheat supports are 
being lowered about a third over a period of 3 years—acreage allot- 
ments are cut about a third. 

There is no industry that could stay in business, losing 40 or 50 or 
60 percent of its income, unless it had something else to switch to. 
You cannot go into oats production, or barley or rye production, 
because we take all of the Cepadion surpluses. There is no place for 
any opr ee we production in those commodities. We have surpluses 
cf them largely because of the imports. 

A farmer cannot go into the production of sugar beets. He would 
like to. That quota is all taken up. That is true also so far as pota- 
toes are concerned. There are already too many of them. You cannot 
go into pork very well. They are down to about half of what they 
were. Cattle prices are just fair. Certainly there is no need for any 
increased production. 

Egg prices in that area were down to 6 cents a dozen last fall. That 
is only a part of the story. 

I do not see how the top people in agriculture can say that a farmer 
is doing all right now. 

Senator Easrtanp. Did we produce a surplus of oats in this coun- 
try? 

Mr. Raskin. We have this last year. This last production year I 
think the crop was over 1,500,000,000. 

Senator Easrianp. What is the consumption ? 

Mr. Rasxrn. Well, sir, that is a hard question to answer, because 
the relative price of oats compared to corn—the relative production 
of corn—all of that is incidental to the consumption of oats itself. 

Senator Easttanp. How much is it? 
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Mr. Rasxrn. I would say that we, for commercial and farm use, 
1.3 billion to 1.4 billion—that is just about right. The crop-year this 
year is 1.5 billion bushels, The consumption the first 3 months of the 
year was rather heavy. It may be sufficient, it may be just right. 

Senator Youne. Of all of the oats produced, only about 350 or 300 
million bushels reach the market place and of the oats marketed, two 
or three hundred million bushels establishes the price for all of the 
oats produced—1,300 million bushels. 

Mr. Raskin. The Senator is right. Normally the processing indus- 
tries in this country process 100 million additional, which. is sold as 
mixed feed or something like that. 

The price of oats is as the Senator indicates, pretty well made by the 
supply of and the demand for that marginal unit that comes to market. 

Senator Young. Would we import as much as 60 million ? 

Mr. Raskin. We have. 

Senator Youne. If we import 60 million bushels, that is a very high 

reentage of all the oats marketed in America. Those 60 million 
ushels establish the price on all the 1.3 billion produced. 

Senator Easrianp. I understand Canada has a quota that prohibits 

us from shipping oats to Canada? 

Mr. Rasxrn. I do no know if there is a quota prohibiting from ship- 
ing oats back into Canada. I do know as I said, the Commodity 
redit Corporation advertised for bids for these oats for export and 

the buyers had to agree not to sell it up in Canada. Shall I continue 
with the editorial ¢ 

Senator East.anp. Yes, sir. 

Mr. Raskin (reading) : 


It is an interesting fact that the Illinois Constitution, bolstered by court deci- 
sions, forbids these varied roles by warehousemen. They avoided the prohibition, 
however, by obtaining Federal, rather than State licenses. 

The theory back of the State law is that it is necessary to protect public users 
of the warehouses against the possibility of self-preferences and discrimination 
if the warehousemen are themselves merchants. 

Complaints may be heard on the board of trade that deliveries of grains from 
Chicago warehouses have become burdensome and unattractive. The need is 
obvious for public storage space on a reasonably competitive basis to farmers 
and small grain merchants. 

More than once the Federal Trade Commission has found impediments to grain 
marketing in Chicago. The time would seem opportune for the Department of 
Agriculture or the appropriate congressional agency to take a close look to see 
that Chicago markets are as free and attractive as they should be. 


However, with your permission, I would like to comment on some 
of the points that Senator Schoeppel raised. 

Senator Scnorrre.. I would be glad to have your comment on them. 

Mr. Raskin. I think we all a that the grain prices in the 
country, that is for corn, wheat, and oats, and soybeans, primarily are 
based daily on the day-to-day fluctuations of the Chicago Board of 
Trade. If their prices go way down, the we in the country go 
way down. Grain is traded throughout the United States, sold, 
bartered, changed, exported on what they call the base. Prices are 
quoted on not a flat price. A buyer will buy corn from the country 
to come to Chicago on the basis of 2 cents under Chicago May price. 
If that price is a dollar and a half, the price to the country is $1.48. 
If the May price is $1.60, it is then $1.58. That makes ing very 
flexible, I will admit. And of course it is obviously true that the 
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basis does change. If, for example, the price gets way down, the 
farmers refuse to sell corn. Instead of being 2 cents under the May, 
become even with Chicago May, or 4 cents or 6 cents over. When 
Chicago futures prices go way down, the prices of grain throughout 
the United States go way down. 

We have seen Kansas City markets because of a strong situation in 
the Southwest, where the wheat is under a loan and a good demand for 
high protein milling wheat the same as Minneapolis, that the price 
stays up there. But when ee goes way down, then Chicago 
wheat becomes so attractive that they are sort of like shipping coals 
to Newcastle—they will ship wheat back into the State of Kansas. 

Senator Scuorrret. Which helps the farmer out there. If you 
depress it on the Chicago market and if there were not storage facil- 
ities out in those areas, in the Middle West, they would be at the 
mercy of that fluctuation of the Chicago market and lose hundreds of 
millions of dollars. But if they got adequate storage out there, they 
could not put that squeeze on. Kna frequently it is more profitable 
to move wheat from Chicago to those areas because of better prices 
in that Midwest area. But in the normal flow of things, that loan 
feature, that storage feature out there gives the producer more money 
by hundreds of millions of dollars every year. 

Is that true? 

Mr. Rasx1n. That is true, and if there were adequate storage facil- 
ities, I think they just could house their grain during the harvest 
eriod, 

Senator ScHorrret, That is one of the reasons I say that that state- 
ment, that this kind of a program is detrimental to the farmers—does 
not hold water. 

Mr. Raskry. What program are you referring to? 

Senator ScHorrrei. You mentioned a while ago, if I understand 
correctly, that the way the Commodity Credit Corporation has been 
handling this thing was detrimental to the farmers. It is not from 
the standpoint of providing storage facilities. ‘The farmers are 
building very, very greatly, additions to their storage on the farms 
which I think is a practical thing to do. 

Mr. Rasxr1n. I am sorry if you misunderstood me. I would not 
argue with the idea of building up more warehouse space. I think 
it is a good idea. I think the farmer should be paid for warehousing 
grain as much as the terminal elevator ought to get paid for it, as 
long as it is Commodity Credit Corporation grain. If it is ware- 
housed, the Government pays for it. I would not quarrel with that. 

The thing we are quarreling with is the Government marketing 
policies. I am not quarreling with the way they take it in and handle 
it on the farm. I think that is justified. 

Senator Scnorrret. Now, as to your Chicago market, and I have 
nothing against the Chicago market—it has been a very great mar- 
ket; but since the new type of farming and farming techniques came 
into existence, that is, the advent of the combine if they did not have 
those storage facilities or the Government loan programs, they would 
have been at the mercy of those terminal markets, and they would 
have lost, not millions of dollars, they would lose by hundreds of mil- 
lions of dollars. 
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Mr. Rasxxy. Senator, I cannot help but agree with you, but I 
would pinpoint the difficulty, by saying it is not the market as such 
that is a broad complex but it is the diffieulty in the warehousing end. 
That is, the limited space. And then of course the warehousemen 
stand there and let the farmers compete for limited space by accept- 
ing lower prices. 

In other words, the theory would be that the warehousemen would 
buy the grain at the lowest possible price, and that is the bid and 
then the farmer sold at the lowest price he could have his grain stored 
and move it? I think it is fairer to state that the difficulty arises in 
the warehouse complex. 

Senator Eastianp. Any further questions? 

Senator Scuorrret. I have no further questions. 

Senator Youna. I have none. 

Senator Eastianp. We certainly thank you. You have made a 
very fine statement. 


STATEMENT OF LEE A. FREEMAN, ATTORNEY, DANIEL F. RICE & 
CO., CHICAGO, ILL. 


Senator EastLanp. State your name for the record, please, sir. 

Mr. Freeman. If I may say a few words. 

Senator Easrianp. Identify yourself, 

Mr, Freeman. I am Lee A. Freeman. I am an attorney from Chi- 
cago, Ill. 

I have had close and intimate relationship with these various mar- 
keting problems for 15 years, both here on the Hill and in Chicago. 


I would like to add a few points and possibly point up some of the 
things that Mr. Raskin tried to say. 

I am not an economist but I think I understand some of these eco- 
nomic problems, 

Senators, the problem that you presented to Mr. Raskin, to my mind 
highlights the difficulties of the Chicago terminal warehousing prob- 
lem. The fact that we all have to agree that it is to the farmers’ 
advantage to develop some storage facilities on the farm is a condem- 
nation of the adequacy of warehousing facilities in the terminal mar- 
kets. The normal and proper movement of grain would be from the 
farm to the terminal markets where it then could be dispersed, and 
I mean not the main terminal markets but the subterminals and the 
various places from which it would funnel out into the demand areas. 

What has happened has been that the farmer has found it impossible 
over the years to put a single bushel of grain in store in Chicago as 
an example, and in other places. Those warehousing facilities are not 
free and available to him. He cannot at harvesttime ship his grain to 
a merchant or a receiver or a representative in Chicago and say, “If 
the price is not right at this moment, put it in store for a month.” 

He cannot do it, not one bushel. Well, maybe 10,000 bushels in the 
last 5 years. 

But public space is not available in Chicago. The warehousing fa- 
cilities in Chicago are maintained by terminal elevators for their own 
profit. And I am not against profit but the important thing is that 
these terminal facilities are public facilities. As a matter of fact, 
they were recognized in 1870 as the first type of business that was sub- 
ject to Government regulation, and that involved a Chicago warehouse. 
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I say that the fact that Chicago cash prices—and I am talking about 
prices in Chicago—are at a very substantial discount, under,the nearby 
Chicago future at the time that grain is moving off the farm and into 
market that demonstrates that the storage facilities in Chicago are 
not available to those people who are bringing grain into Chicago. 

Wheat for example has been as low as 20 cents discount under the 
nearby futures. Ten cents has not been unusual year after year. In 
other words, someone standing in Chicago, if he had storage space, 
and these elevators do for themselves, could buy cash wheat that was 
in Chicago at that time at 10 cents under the futures price, sell it in 
the futures market and deliver it and make the difference between 
that 10-cent discount and what it would cost to handle it. 

Possibly a cent or two. 

Senator Scnorrrent., You may have something in your State law with 
reference to that, as was pointed out here. 

Mr. Freeman. We do have something in our State law—our State 
law prohibits this but the Federal Government has afforded the pro- 
tection. There is a law on the books, that is called the United States 
Warehousing Act—— 

Senator Scuorrret. That is right. 

Mr. Freeman. Which has been construed by the United States Su- 
preme Court as superseding, and making for naught our State law 
which governs, which would attempt to regulate the rates and practices 
of these warehousemen. There is no control over federally licensed 
warehouses in Chicago today. None. 

The board of trade cannot control them. The board of trade lost 
a case in the Federal district court. The district court said that a 
licensed warehouse under the United States Warehouse Act had to 
be accepted by the board of trade as a warehouse from which deliveries 
on futures markets could be made. Had to be accepted as regular. 
And the Federal Act provides for no regulations as we understand it. 
There is no control of rates. So what happened? The Chicago stor- 
age rate is the highest in the country. 

Senator Scuorrret. That is for sure. 

Mr. Freeman. This is the most important market in the country. 
What else happens? If you have grain in store and the only way 
you get it in store is by taking it on delivery, because you cannot put 
it in store yourself, but if you are trading in the futures market, and 
are foolhardy enough to feel that the prices are too low now and 
therefore you are going to bu in and be long futures, you have 
the threat overhanging you al of the time of having to take delivery 
of grain, and that delivery is burdensome. It is burdensome because 
the warehousemen mix the grain, that is a euphonious expression. 
I say pollute, right down to the skin of the grade so that the type of 
grain you get on delivery is not merchantable. 

What. is more, they will discriminate. If you want transit billing 
from the Northwest to send something to Peoria, or Illinois points 
or the Ohio points, they will give it. to you lake billing so that you 
cannot get the appropriate rail transit privileges. 

Senator Scnorrren. Do you contend that your rail transit privi- 
lease do not apply to Chicago as broadly as they should ? 

r. Freeman. The mill transit privileges are adequate except for 


water, There is no transit billing for water. That is a problem that 
I am not going to try to discuss at this time. But my point is that 





434 DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 


the warehousemen are trafficking in transit billmg. They are select- 
ing for themselves the transit billing that will permit them to mer- 
chandise their grain in the areas that are involved and they give you, 
the fellow who has been unwise enough to take deliveries on futures 
contracts ex-lake billing which has to go on local rate from Chicago 
onward. For example, if I were to take rye from the Northwest, 
and rye comes from the Northwest, and I should be able to get transit 
billing from the Northwest for rye, I could move that down to Peoria, 
for nothing. My transit rate permits me to move it to Chicago or to 
Peoria for the same price but if I had to move it after it came off the 
lake, it would cost me 9 cents a bushel. 

Senator Scuorrret. Have you people in Chicago who are so inter- 
ested made a concentrated effort to get together and go before the 
Interstate Commerce Commission. with that? 

Mr. Freeman. We have not. I am ashamed to say that. 

Senator Scnorpren. Well, then, why should we do too much wor- 
rying about it when the trade itself has not got the nerve, let us say, 
to go through the proper agency set up by the Government to correct 
that situation ? 

Mr. Freeman. We have been fighting this since 1941. That is 14 
years. We have petitioned various agencies. I have, myself, gone to 
some of the people over at the Interstate Commerce Commission. 
I have appeared before a Senate Agricultural Committee. I have 
been to the Federal Trade Commission, and incidentally the Federal 
Trade Commission has issued 4 or 5 reports, some of them to this 
Senate Agriculture Committee condemning the practices of the Chi- 
cago warehousemen and what they are doing to grain prices and the 
grain economy generally. And those reports have been buried. 

Senator Young. Isn’t it true that-most of the grain commission 
merchants operating in the Chicago Board of Trade are opposed to 
the 90 percent price-support program ? 

Mr. Freeman. I do not know that, Senator. I would not imagine 
that they would all be opposed to it. 

Senator Young. A great many of them are? 

Mr. Freeman. A great many of them are; yes. 

Senator Younc. Are you attorney for Daniel Rice & Co.? 

Mr. Freeman. Yes. I am the attorney for Daniel F. Rice & Co. 

Senator Younc. Daniel Rice has always been for the 90-percent 
program. . 

Mr. Freeman. He has been for it, but there has been opposition 
to it by some in the trade. 

Senator Youne. That is my understanding. He has tried to op- 
erate his business with the program ? 

Mr. Freeman. Yes. 

Let me just say this. I did not intend to read this but here was a 
report made to the whole Senate Agriculture Committee in 1946 by 
the Federal Trade Commission. I will not read more than a few 
paragraphs. 

It is entitled “Report on Factors Limiting Effective Functioning 
of ie bi Cost eg : 

ncidentally, they have made a report, a very large report, extend- 
ing over a 2-year investigatory period, 1924-1926; in 1937, they made 
an inquiry to determine why the farmers were realizing a depressed 
income. 
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In 1946 they did that again, and in 1948 they did it again. In 1954 
they did it again. And in each instance, they pointed out that serious 
marketing problems were involved and nothing was being done 
about it. 

The Commission’s brief survey of conditions prevailing in the marketing of 
grain on the Chicago Board of Trade in 1946, as compared with those prevailing 
in the middle 1930’s, leads to the following conclusions : 

1. Large merchandisers of grain still continue to perform the dual functions 
of merchandisers of grain on their own account as well as the operators of all 
public storage regular for futures delivery on the Chicago market. Operation 
in this dual capacity has long been the cause of complaint within the board of 
trade itself that it offers the opportunity for frequent market manipulations by 
such large operators. The board of trade today appears to be no more able to 
improve this situation through self-regulation than it has been in the past. 

3. Important respects in which the dominant merchandising interests can 
exert their weight in market manipulations based on their control of public and 
regular space include: 

(a) Ability to depress the futures market, and along with it the cash market, 
especially during the farmers’ heavy selling season when they are filling their 
elevators. 

What you suggest with respect to building warehouses on the farm 
is not the solution. The solution is creating adequate marketing 
facilities so that the farmer would not be held in this vise during the 
glut of harvest. 

Senator Scuorpret. I think you will agree with me, sir, that if the 
farmers, the producers, generally, had to just sit idly by, they would 
have been in a tremendously disadvantageous position ? 

Mr. Freeman. Yes. 

Senator ScHorpret., So they were forced into that. You take far- 
ther west of Chicago, in areas like Kansas City, and Wichita, and even 
farther south, they were building big storage facilities for storage of 
grain because you people in Chicago did not do it. 

Mr. Freeman. It is not only Chicago, it is the other terminal 
markets as well, but Chicago has been a prime offender, I will agree. 

Now those facilities could have been built in Chicago with less 
money and would have eased the situation. 

Senator Eastranp. Why weren’t they built? 

Mr. Freeman. They could have been built by the Government. 

Senator Easttanp. By the Government? 

Mr. Freeman. And a lot of them have been built by Government. 
And the Government has done nothing about the creation of storage 
facilities in the terminal areas. 

I think the State government is on the verge of building some 
grain elevators. 

The second point that the Commission makes: 

The warehousemen have the— 


Ability to depress the prices of maturing futures in order to make carrying 
charges in transferring hedges on grain in store to distant months. 


And that is a technical market thing. And now the third one: 


Ability to take deliveries on futures, which, because of their control of public 
storage space and ownership of other grain in store therein, they are in a position 
to store, mix and merchandise on a more favorable basis than other potential 
receivers on futures who operate no storage facilities of their own in the market. 

Ability to so operate their controlled storage facilities and the conditions 
under which grain is delivered therefrom as to make the taking of grain on 
futures by those having no storage of their own so expensive or so inconvenient, 
that the potential taker will avoid delivery whenever possible. Among the 
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operating practices complained of as making deliveries undesirable are the 
mixing of grades, the pollution of grain by mixing different kinds of lower and 
higher priced grains within the tolerances permitted under United States stand- 
ards, the retaining of the most favorable transit billing for their own use in 
delivering grain to others and delays in loading out grain owned by others, 

If you do not have a two-sided market, you do not have a fair 
market. And the Chicago market has been a one-sided market for 
many, many years. 

Senator ScHorrre:. That is right. 

Mr. Freeman. For many years where it was impossible to take 
deliveries and merchandise it. What happens? The processors do 
not go to the Chicago futures markets for their supplies. 

Senator Scnorrre.. That is what I have been informed. 

Mr. Freeman. They cannot. Because they do not get a product 
that they can use in their business. They have to buy it in the cash 
market. 

And the only one that is able to supply them with the character 
of grain or soybeans or what have you that they specify are the 
warehousemen who have control of the stuff in storage. 

It may be yours because of warehouse receipts that you hold, but 
you cannot go to a warehouseman and say, “Load out wheat with 
high protein content.” What you will get is wheat that grades No. 2 
or less. And, of course, there are permitted on future deliveries grades 
of grain that are completely uncommercial and unmerchantable. 

You can deliver 27-pound oats on the Chicago futures contract at 
a slight disecount—we do not even hear of the 27-pound oats any 
more, 

Senator Scorrre.. Of course not. 

Mr. Freeman. It cannot be used. Our contract rate is 32-pound 
oats as a minimum. But the farmer is producing oats that weigh 
34 to 35 pounds on the average throughout the country. But the 
standards of contract grades have not changed. These things have 
a depressing effect. Isay it has something to do with the Commodity 
Credit Corporation program because to the extent that our market- 
ing facilities, marketing apparatus, and our agricultural machinery 
are archaic and inadequate to that. extent, prices are depressed at 
crucial times. 

Senator Young made reference to 60 million bushels of oats affect- 
ing a billion and a half bushel crop. _ It is the last car of oats or 
the last car of wheat that will affect the price. It is not the great 
movement that has demand or has a place to go; it is the end move- 
ment that causes your price depression. And if the Chicago futures 
market does not properly reflect the commercial and economic values 
of grain, then at the time of harvest the farmer will have to look to 
the support program as a means of getting rid of his grain, and once 
he puts that under supports, he never takes it out. As a matter 
of fact, one of the things that I think is wrong with the CCC loan 
program, and if you will read their regulations, the farmer has the 
opportunity at the time his loan matures, if the market price is above 
the loan level, and it was in the case of soybeans, of getting a check 
from the Commodity Credit Corporation for the difference for the 
value of his grain over and above the loan that is called his equity, 
he gets a check, and the Commodity Credit Corporation is still left 
with the grain to market. 
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Senator Youne. You can do that with soybeans. 

Mr. Freeman. With any grain. 

Senator Youne. I do not think you can with wheat. 

Mr. Freeman. Soybeans is the only one where it happened. It was 
above support. 

Senator Youna. In the case of wheat you have to pay out the loan. 
At any rate, it is customary for our farmers to do that. I did, 
myself. 

‘Mr. Freeman. If your farmers will look at the loan agreement, 
they will find if they want to avoid the problem of merchandising their 
grain if they want to avoid the difficulties of taking their grain out of 
the loan and then marketing it, they can let the CCC do it and they 
will get a check for the difference between their loan and the then 
market value. 

Senator Youne. Why is that done? 

Mr.- Freeman. There is no reason for it. I am sure that the CCC 
itself if it were adequately called to their attention would revise their 
rule. It is wrong but the only time it has ever happened was soybeans. 

Senator Scnorrren. I have no instant recollection of that ever 
happening in wheat. 

Mr. Freeman. It was in soybeans, only. 

Senator Scuorrren. Soybeans only. 

Mr. Freeman. Yes; I think this, if I may speak about the CCC pro- 
gram a minute. 

I have spoken of the warehousing problem in Chicago, but the CCC 
too has served to effect and depress our Chicago futures price. And 
since the Chicago futures price is the base point of the world, certainly 
for the United States, it has affected our agricultural economy. And 
they have done it consistently and persistently during the last year or 
so by underselling the Chicago market. 

Senator Scnorrret. I wish you would do this. Mr. Chairman, I 
am asking something personal here. I wish you would write me an 
analysis of that situation and send it to me here in the Senate Office 
Building. I would like to have your analysis of that situation because 
I am interested in maintaining these midwestern markets as near and 
as close to the origin of production as possible, and I am also interested 
in the best possible price. And the ford knows I am also interested 
in something else—working out some way to get off of this market. 
These heavy, overly burdensome surpluses upon which we are paying 
storage and deterioration charges, and other difficulties, apparently, 
that we are running into when we try to get into foreign markets, are 
caused by certain governmental departments down here in Wash- 
ington. 

Mr. Freeman. Yes; I will be glad to do that and I will do it. 

Senator Scnorpret. I will appreciate that, if you will do it. 

Mr. Freeman. I appreciate the opportunity. 

Senator Easttanp. Let me ask you a question. What can be done 
to increase the export market for Wheat ? 

Mr. Freeman. That is a real problem. I think that where coun- 
tries like Yugoslavia and India have asked for soft red wheat they 
should have been given it. They were not. That would have elim- 
inated a glut of soft wheat which had an unusual effect upon the 
whole wheat economy. I do not know how wheat exports can be in- 





438 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


creased. I think that the Government is not doing everything they 
can to increase the wheat export. I was told by a very important farm 
representative at lunch that Brazil had made inquiries for some of our 
grains, and had been touted off and had been told to buy Canadian 
stuff by one of the members of the Department of State. I think in 
some instances that has happened. That is being investigated. 

Senator Eastianp. The State Department denies that. Do you 
know anything about the facts? 

Mr. Freeman. I do not. I say this is the story that I get. I have 
reason to feel that in some instances that has happened. I know that 
Yugoslavia and India were prevented from buying what they wanted 
here. They were given what we wanted. I think that is unfortunate. 
To me it seems to be that this business of the soft red wheat has been 
something that the CCC could very easily have solved and prevented 
the Chicago wheat from complete deterioriation. Chicago wheat has 
been—the futures. I should say, have been as low as 32 cents dis- 
count under Minneapolis and the only reason that we can discover, the 
only factor that makes for that unusual discount has been the fact 
that red wheat is deliverable on the Chicago futures contract and not 
on Minneapolis and the red wheat was Seng Doe in storage in Chi- 
cago and being used for delivery purposes. rat affects your hard- 
wheat farmer and everyone else. 

Senator Youne. Is it not true that the hard spring wheat produced 
in the Minneapolis area is in more demand by the millers? 

Mr. Frepman. Much more in demand. The hard spring wheat is 
not in surplus. It is being used. But the unfortunate part of it is 
that when you have a Chicago futures price which is a base point for 
Minneapolis as well as every place else, and you get to the point where 
Minneapolis instead of being at a discount under proper Chicago 
prices, gets to tremendous Brenan over Chicago, then your market- 
ing system is completely distorted. And the point I make is that 
something should have been done to take that red wheat out of Chi- 
cago so that it would not have flooded that market and not have de- 
pressed the Chicago futures for almost 2 years now. 

The Commodity Credit Corporation could have swapped red wheat 
if it wanted to or it, when inquiries for red wheat came in, could have 
gotten it and taken it out of Chicago and that would have strengthened 
the market. As a matter of fact, that is exactly what is happening 
now. So red wheat is moving and the Chicago futures market has 
been strengthened substantially, 9 cents in the last 2 weeks. 

Senator Youne. In the last 30 days that your red-wheat market 
in Chicago was strengthened and more wheat is going out of there. 

Mr. Freeman. Exactly, that is what I now say. But think of this 
kind of a situation, and we were watching it: We are trying to get 
rid of some of that red wheat. Suddenly there is a aaa of red 
wheat sent out of the gulf to Israel, one carload. Up until the time 
that carload moved out, there was a subsidy on wheat for export 
whether it was red wheat, soft wheat, hard wheat, or spring wheat— 
the same subsidy. I forget the exact re. It was about 74 cents 
from the Gulf. As soon as this carload of red wheat came out of 
New Orleans the next day, the CCC changed their subsidy at New 
Orleans to provide for one subsidy for hard wheat and a 9-cent lower 
subsidy for soft wheat. 
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The only effect of that would be to discourage the movement of 
soft wheat out of New Orleans. They wanted to stop it. Why did 
they want to stop it? What was their motive? Why should they 
want to do a thing like that when for several years or as long as the 
export program ae been in effect, the wheat exported from New 
Orleans got the same subsidy per bushel no matter what kind of wheat 
it was. And they still have this dual subsidy. It went from 9 to 
10 and now the differential is 6 cents. 

A dual subsidy of wheat out of New Orleans. I am sure they will 
give you all kinds of explanations but my point is, the CCC, if it was 
alert to the strengthening of the wheat market, would have sought 
to have encouraged the export of red wheat in order to get the small 
surplus of 4 million out so that the two or three hundred millions of 
bushels of hard wheat would have a better base for pricing purposes, 
but they sought to discourage it. I think that should be investigated. 
That has happened in the last 2 weeks. 

Senator Youne. Have you noticed any evidence of mixing of poorer 
quality oats with better quality oats? 

Mr. Freeman. I think that happens all of the time in our terminal 
markets, 

Senator Youne. Would you want to elaborate on that a little bit? 

Mr. Freeman. There is a practice of mixing different quality of 
grain, for instance, wheat is permitted to have 2 percent foreign ma- 
terial or rye and they mixed it in. ‘ 

Rye is much cheaper than wheat. but they will mix it in when 
they make delivery. In that way, they can make half a dollar or a 
dollar a bushel. The same with oats. They will mix in—what the 
warehouseman will try to do and it is part of his function, he says of 
earning a profit, of running that elevator profitably, he will take the 
country-run grain that comes off the farm and the farmers are not 
in a position to bargain commercially for their premium quality 
grain—when their _ is being harvested, they are largely being 
paid on the basis of the contract grade, No. 2 grade, and it is on a 
Chicago basis. Their grain, the country-run grain in this country 
fortunately has always been, a finer quality than the contract grade 
that you get on the Chicago futures. Much finer. The warehouse- 
man will take in, whether it is oats or wheat or corn or rye or soy- 
beans, he will take in this country-run grain and then proceed to 
mix it, so that if someone want a high quality plump rye, he will 
supply him that plump rye and he will be left with a less desirable rye. 

And ultimately that less desirable rye is delivered out on futures 
contract to somebody who does not want it and cannot use it. The 
same thing goes with oats, the same with wheat. 

We had a situation where an elevator interest brought 4 million 
bushels of sample grade rye. Stuff that would not grade. He mixed 
it with rye that we had in the elevator. And sold off 4 or 5 million 
bushels of plump rye ultimately and we were left with rye which 
at that time was permitted a thinness of 20 percent, now it has been 
reduced to 10 percent. Plump rye is a thinness of five or over. We 
were getting on our deliveries 19 and 20 percent thinness. When I 
complained to the Department of Agriculture, and the Administra- 
tor of the Warehouse Section, he gave me a long story, and said, 
at all times this warehouseman had 100,000 bushels of rye of his 
own in store. 
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Therefore, we cannot determine that the warehouseman converted 
your rye and polluted your rye in order to achieve this plumpness. 
We were talking about 3 and 4 and 5 million bushels of rye and his 
answer was, that there was always a hundred thousand bushels of 
the warehouseman’s rye in storage. Maybe he was doing it to his own, 

After all of that correspondence, all of that investigation, we have 
never in the last 15 years gotten any satisfaction out of the Admin- 
istrator of the Warehouse Section. None. And we have had a dozen 
complaints before him. As a matter of fact, whenever we come up 
with something, he will fight us tooth and toenail. 

Senator Scuorrret. Mr. Chairman, would you be kind enough to 
make available to this committee, and if you do not care to burden 
the committee with it, I wish you would send to me, the number of 
times you have made complaints and to whom you have made those 
ov say, in the last 4 or 5 years. If it is not too burdensome 

or you 

Mr. Freeman. It isnot too much. I can do it while I am in Wash- 
ington and have it in your office tomorrow. 

Senator Youne. at recommendations would you make? 

Mr. Freeman. I would make one very important and fundamental 
recommendation. 

I would make a recommendation that this committee prepare a 
bill that will serve to regulate the terminal warehouses in tutures 
markets. 

I do not want all warehouses or country elevators regulated by the 
Federal Government, but the key warehouses, the warehouses that 
have the leverage on the whole price structure should be subject to 
reasonable regulation by the Federal Government. I am not speak- 
ing of the United States Warehouse Act, which in my opinion is no 
ee at all. 

Sven if the Administrator wanted to do something, there is not 
enough power there. I think there should be a division maybe of the 
Interstate Commerce Commission which would have the function of 
determining the reasonableness of their storage rates. They should 
receive a fair return on their investment and realize a profit on their 
operation but their rates should be regulated. They should not be 
free to charge whatever they want. No. 2, and most important, they 
should be prevented from discriminating against their customers and 
self-preferring themselves. 

At present, if I have some grain in store and I wanted to send it 
down to Peoria, they know where the demand for grain is. They 
will immediately contact Peoria and undersell me, either by price a 
half a cent or by transit billing or by quality. 

And they are in a position to do it and I am not in a position to 
compete with them. The result is because of these discriminations, 
the public interest in the Chicago grain market, the cash commission 
merchant is evaporating. There are not cash merehants who can 
trade on the basis of securing grain from store to merchandise. The 
cash merchants that deal in Chicago, deal on the basis of the current 
cash grain coming in and going out the next day. They cannot - 
it in store for a week or a month or 2 years, if they wanted to. So, 


the second thing I would insist upon in my system of regulations is 
the elimination of discriminations. 
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This is a concept that I thought was generally accepted. It is 
anachronistic to have conflicting interests. It is against national 
public policy to have this important public institution acting as a 
public storer of grain and in direct competition with its customers 
who are storing grain. The Congress in 1909 eliminated that with 
respect to railroads—the so-called commodities clause. You pro- 
hibited railroads from operating mines and moving their own coal 
in competition with customer mines. You prohibited movie industries 
under the Antitrust Act, the producers from having distributors in 
competition with theaters. 

You prohibited pipelines from also providing producing and dis- 
tributing facilities in conflict with other people who are using those 
pipelines. You have prohibited the stockyards and there is a par- 
allel situation, you have =e the packers, I should say from 
owning public-stockyard facilities in Chicago because, if the packers 
owned those stockyard facilities the cattle farmers would be murdered 
when marketing their cattle. 

So you prohibited the packers from owning stockyards because 
you wanted to help the farmer market his cattle but you have not 
prohibited the warehouseman from owning all of the marketing 
facilities and he is the only purchaser of grain when the farmer is 
harvesting it. 

I would eliminate that discrimination. And I would compel the 
warehousing space in Chicago to be made publicly available. In 
other words, I think that public warehouse space means public ware- 
house space and when the farmers are presenting their grain at harvest 
time they should have space within which to put it. At present they are 
denied that space. I think we had a shipment of rye or corn or 
oats—it does not matter—that we wanted to put in store and we were 
finally out of the goodness of someone’s heart, told “we will put it 
in store for you for 2 weeks but you have to take it out at the end of 
that period.” They say to us, “If you have it right here now, we 
will put it in today.” That is not making public-storage facilities 
available. 

I think, with such a regulatory system, you will eliminate a lot 
of the abuses in Chicago that have made deliveries burdensome. You 
will make the Chicago futures market a more salutory place. 

Take the Mercantile Exchange that deals in eggs. The stora, 
facilities that are available for delivery are publicly operated. If 
you get a car of eggs on delivery, it is a cay of eggs. It is no better 
nor any worse than what you would get if you had it yourself. And 
I mean the egg deliveries in Chicago are as satisfactory as deliveries 
will get. There are certificates issued and complete specifications and 
a discount system and you get delivery. But when you get delivery 
under the grain exchange, you never know what you will get. And 
certainly you can never adequately merchandise it. 

Senator Scorr. Would I as a dairyman and poultry man, with the 
ability to buy in carload lots, get what I ordered ? 

Mr. Freeman. If you ordered delivery out in Chicago? 

Senator Scorr. Yes, and I wanted the carload delivered at my farm. 
_ Mr. Freeman. That is a very unusual thing. You have to unload 
it from Chicago and take it to your farm. 

601 49—55—pt. 2——-11 
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Senator Scorr. In other words, would it come to my railroad sta- 
tion and would I use my own trucks and put it in my own storage’ 

Mr. Freeman. Suppose you decide to get a car of wheat to your 
farm and so you bought a futures contract on the Chicago Futures 
Exchange and took delivery of that. You are asking me whether 
or not you could get the type of wheat you wanted. 

No, you could not. The futures contract—— 

Senator Scorr. The same thing would apply to oats. 

Mr. Freeman. Let me give you wheat. Oats is the same thing. 
In the case of wheat the futures contract permits the elevator interests 
or the short, that is, ultimately the elevator interest. The short makes 
delivery to you. He tenders a certificate and a contract for 5,000 
bushels which is more than a car but he delivers, he tenders a certifi- 
cate for 5,000 bushels of wheat in a particular elevator. He can de- 
liver on that contract a whole host of different types of wheat that 
the board of trade permits to be delivered on futures contract. It may 
be soft wheat or hard wheat or spring wheat of different grades. Some 
get a slight premium if they are No. 1 wheat. The No. 2 grade of red 
wheat, soft wheat and of hard wheat come out at par. So, if you want 
hard wheat, you do not go into the futures market to get it because 
you will undoubtedly, under the present situation, end up with soft 
wheat. Or, if you want oats, you can get 27-pound oats as well as the 
contract weight which is a minimum of 32 pounds. 

You might get 27 pound at a slight discount. You do not know 
what to do with it when you get it, or red wheat which happens to be 


a good example at present. But whenever there is a particular type of 
grain that is undesirable and unattractive at any time, you can be 


sure that you will get that one on delivery. 

Senator Youne. Would you compare the system of Chicago now 
with Winnipeg ? 

Mr. Freeman. The Canadians have been so far superior to us in 
this whole business that it is really quite embarrassing. 

No. 1, the Canadians make a genuine effort to determine the fair 
average quality of their grain from period to period. The exchange 
and the controlling Canadian Wheat Board fixes the standards of 
grain each year. They do not change them each year but determine 
each year whether or not the farmers are producing the contract grade 
or something better than the contract grade. 

The deliveries on ae are excellent. The deliveries of Win- 
nipeg Grain are capable of being merchandised anywhere; as a matter 
of fact, the Canadians are far eeereres us in export business be- 
cause their grades of grain are acceptable and desirable and ours are 
not. Certainly not on certificates. For example, oats, Canadian 
oats—a lot of it was brought down to Chicago. The Canadian oats 
involved with three Canadian Western. They Ee at a discount of 5 
cents when delivered on Winnipeg contracts. ey command a pre- 
mium of 2 cents in Chicago. 

I think that possibly illustrates the difference as well as anything. 

The Winnipeg situation is a controlled situation that is a regulated 
situation. futures contracts are desirable futures contracts be- 
wee Saree are commercially possible. I mean you can deal 
with them. 
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Senator Youne. Our farmers are producing as good a quality oats 
as the Canadians are for the most part ? 

Mr. Freeman. Sure, they are. 

The Canadians used to produce a heavier type of oats than we did 
but right now our American farmers are producing oats that nese 
over 34—about 34.5 pounds. This is as good as Canadian oats, may 
half a pound or so less. 

Senator Youna. When they reached the Chicago market quite often 
they are mixed with the inferior oats and the customer buys the poorer 
crade. 
~ Mr. Freeman. Let me tell you one gimmick. Whenever you close 
in on one something else will pop up. Our oats standards provided 
for a certain allowance of wild oats. You should know that the only 
place that wild oats occur in the United States is on the northern 
boundary of North Dakota and then to a very small extent. They do 
occur in Canada. They have difficulty with them in Canada. We 
do not have that difficulty except for just a small section on the 
border. 

My point is that our standards permit a certain percentage of wild 
oats. In our contract e, there is no reason for it. 

It should be excluded because wild oats are spiny and difficult. 
They have got to be screened out and it just provides a problem. 

Every once in a while, you will get a dilivery of oats with these wild 


oats in them, because we are protecting the Canadian producers, 
not our American oats producers in that instance. 

Senator Scuorrren. There is too great a degree of tolerance. 

Mr. Freeman. In the grain standards? 


Senator ScHorpret. In the grain standards. 

Mr. Freeman. The grain standards have not been revised in any 
important respect for over 20 to 25 years. There have been a few 
minor revisions. ‘The American farmers were producing a type of 
corn and wheat and oats 20, 25 years ago which was vastly inferior to 
what the farmers are able to do now with hybrid seeds combines, with 
all types of modern machinery, but the American farmer is not getting 
the full benefit of the better quality of grain he is producing because 
our grain standards have these tolerances. There are heari I 
mean, I attended one in Chicago on soybeans. Apparently it takes a 
strong man in control of the grain standards section in the Depart- 
ment of Agriculture to deal with these problems, because of the many 
conflicting interests. The man we have had there for 10 or 15 years, 
who is now out of there, was not that kind of aman. The fellow be- 
fore him was. We had a situation in where somebody put some very 
bad Canadian wheat into a delivery of wheat. We called Mr. Parker, 
I think his name was, and the next week the standard was changed to 
eliminate it. There was a joke about it—it was called All-American 
wheat. It was good for nothing. It ruined the wheat for milling 
purposes. It was mixed in order to prevent us from taking that wheat 
and unloading it and selling it to milling interests. 

Our grain standards need an important and major revision in all 
respects. Those standards have to be established so that there are less 
tolerances and so that they more adequately represent what the 
farmer is producing now. 
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In the Argentine they have a system every year of determining what 
the average harvest is, and that is the contract grade. Fair, average 
quality. In Canada they review it periodically and change it every 
+ or 4 years, depending upon what the farmers are producing. If the 
farmer in Canada will start producing 34-pound oats on the average, 
that is going to become the contract grade. There can be a slight 
discount for the fellow who is not celiaabier 34 pound who is getting 
33 pounds and 32 pounds but let the contract be based upon what the 
farmer is averaging, and what he is honestly producing. In that way 
he will realize full advantage. 

There should be a restriction in foreign material and moisture con- 
tent. I have heard where the moisture allowance is more than the 
grain contains where people have just put water into the grain in order 
to increase the moisture content and thereby increase the quantity 
that he had. There is no question that foreign material and rye is 
mixed with wheat all of the time, in order to take advantage of that 
2 percent allowance. 

There is not as much rye grown with wheat as there used to be. It 
is a lot cleaner product. 

Senator Scorr. I was asking those questions, Mr. Chairman, just 
rons at the thing from the standpoint of the community where 

ive. 

We are dairymen and poultrymen. That concerns you people out 
there. 

Senator Youne. Yes. 

Senator Scorr. In stepping up the size of the operation on the 
farms, and that is where I individually come into the picture, we 


have decreased our production of oats and decreased our production of 
wheat. I only have a small acreage and we do not always use that. 
But when you want to go into this larger scale production, then that 
becomes a question of whether you should buy grain from the local 
dealer. I can see how that dealer logically cannot tell me what I am 
getting, and I do not know whether I am nigeteite it or not. 

An yet I see this picture here. I could go to Chicago or anywhere 


else and still would not know what I was getting. 

Senator Youne. If Senator Scott purchased his wheat from the 
commission firm, he would then get the e he wanted. 

Mr. Freeman. If you purchase it on the basis, I mean, if you ens 
to a receiver of grain in Chicago or your representative in Chicago 
that you want oats of a certain character and type, you can specify 
as many details of that as you want, he can buy that on the cash 
grain tables. The cash grain business in Chicago as a matter of fact, 
is a very substantial business. There is a tremendous amount of cash 
grain that is sold every day that comes into Chicago and is sold every 
day without ever going through tke futures machinery. But my 
point is that the futures machinery is the thing that has served to 
depress prices. You can buy oats, you can buy corn, with moisture, 
with the content, with the characteristics that you want. You may 
have to pay a premium sometimes and usually you will base your 
characteristics on what is then commercially available to you. But 
you can do that but you cannot do it through the futures market. 

Senator Scorr. In our neighborhood sometimes 3 or 4 combine to- 
gether and get a carload of oats or an individual producer will buy 
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a carload of oats or corn or wheat, any of those things. What I 
want to know is will he get what he orders? I would say that maybe 
he does not know how to order it. 

Mr. Freeman. That is right. 

Senator Scorr. This is a transition stage with us—we have the 
combines and all of that, and we feed up our grains that we have, and 
we have our hammer mills there on the farm and we have the storage 
there that we developed in days past, because of the fact that we did 
grow all of our own grain at one time. We are going more to pastures 
and things like that. We have also been told that we can buy grain 
out of the West easier than we can produce it and I am inclined to 
believe that is so, I can readily see how until we get educated, it 
will take one generation to find out that we are getting what we want. 
It is that we do not know how to order what we want. 

Mr. Freeman. I think you could very easily do it. 

Senator Scorr. Would it be best for us to buy that grain through 
a local dealer, that we buy certain commodities from all of the time? 
We would like to have a carload of oats. How about your ordering it? 
Would that be our safest way to do it? 

Mr. Freeman. There are many, many, very, very dependable and 
reliable commission merchants in Chicago whose sole function is rep- 
resenting you there and filling your requirements. You do not have 
to know, too. 

Senator Youne. Could I interrupt? If Senator Scott or some 
neighbors of his bought a carload or two, they probably would not 
want to deal through the futures market but 1f you had a big feed 
dealer down there or a big feed supplier he undoubtedly would want 
to hedge—would probably have to hedie, through the market there. 

Mr. Freeman. Yes, sir. 

Senator Youne. If, for example, he bought 50 carloads of wheat 
to mix out and ‘sell to his consumers, if he did not hedge and the 
price dropped, he would take quite a loss. We do the same thing out 
in our country elevators when we ship our grain to the terminals, 
If we do not hedge in the futures market, we are really gambling. 
If we don’t hedge and the market goes up we make money; if it goes 
down, the elevator concerned loses a lot of money and may go broke. 

Senator Scorr. One thing that would be of interest to you would be 
the decision we have to make. For instance, only this last year we 
could buy fertilizers mixed in the plants there and we contract with 
them to put that fertilizer on the land without ever bagging it. That 
is a big cost. We can do the same thing with these grains. The 
difference with buying it from the man who buys it in carload lots and 
sacks it, and gives you the formula that you want—they will give you 
the formula that you want—and if you buy it yourself, grind it up, 
and mix it yourself, you can save that sacking charge which is 35 cents 
a hundred pounds, which means the difference between profit and loss 
this year in the dairy and poultry business. It is that sacking charge 
alone where you save 35 cents a hundred pounds. 

In fitting all of this together we have to do that to stay in the game. 

You fellows again beat us to it. Talking about these eggs stored in 
Chicago, the man out in Kansas has a big poultry plant in Indiana 
especially, and has eggs in quantity and stores them over there an 
then comes out to us in our part of the country. We are on the other 
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end of it. We try to do that on the other end. We haven’t fully 
adjusted to that yet. There are a lot of kinks in it. That difference 
in cost of sacking the grain after it has been processed, with the 
formula that you want, helps us. In doing that it saves 35 cents a 
hundred pounds in the sacking alone. That this year is just about— 
not the profit—it ae putting you even, You are going behind 
this year on the production of eggs and production of milk. 

Mr. Freeman. Of course, your problem as a user, is different than 
the problem of the producers, e same point I make is applicable 
in that the farmer, the producer, is selling his premium-type grain to 
a warehouseman or to the fellow that is available and there are very 
few, as contract. grade on a futures basis. He does not have the benefit 
of premiums. When you turn around to buy this grade and you 
specify the quality you want, the warehouseman will make it available 
to you and charge you a premium over the futures market. When 
wheat prices were going up the bakers said “We have to raise the price 
of bread because the raw material cost has gone up.” When it fell 
way down the baker said, “It amounts to such a small portion of our 
total cost, it does not affect us.” 

They still kept on raising the price of bread. 

Senator Scorr. It was the service charges. 

Mr. Freeman. The labor cost. The point I am making is that 
actually I think our marketing machinery is archaic and_ inefficient. 

It is too costly. I do not know what an analysis of profits would 
realize. But what the farmer receives, and what you the user pays 
is a vastly different thing. This machinery in the middle is the thing 
that is absorbing it, because of inefficiencies and so forth. We have 
all heard for instance that if the food and drug people were to enforce 
the minimum requirements with respect to public health in the storage 
of wheat there would not be a single warehouse that could store wheat 
because the warehouses are Fa contaminated with what 
euphonistically we know as rat pellets, And this is something that 
I think should be made more of. I think that it is not necessary to 
do this suddenly, to say, “Either you can store wheat so that it will 
meet the requirements of public health or you can’t store at all; but 
you have to start improving.” 

Senator Young. You do not mean to leave the impression that there 
has not been an improvement? 

Mr. Freeman. There has been. 

Senator Young. Isn’t the grain being produced today the cleanest 
grain we have had? 

Mr. Freeman. The grain is, but the storage facilities permit the rats 
to roam aro 

Senator Youne. Many of them. There has been a vast improve- 
ment in our sto particularly on the farms. 

Mr. FREEMAN. has been on the farms, 

Senator Scorr. Senator Eastland has been growing a lot of wheat 
down there. They are on to all of these rackets, too. 

Mr. Freeman. No, there are a lot of honest people. 

Senator Scorr, I did not say they were using them. They are 
onto it. 

Mr, Freeman. That depends upon where his warehousing facilities 
are. If he is a country operator, he deals with the farmers on the 
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basis of a discount under the Chicago market and tries to get a little 
extra premium for something that comes in at a good quality. It is 
the terminal and the terminal elevators that have the leverage to 
create the important problem from a national and international point 
of view. I think that a lot of this grain that comes under Commodity 
Credit Corporation control because of the loan program results from 
the fact that the farmer is not using the marketing machinery because 
it is inadequate and he has been squeezed before. He refuses to subject 
himself to this kind of pressure. And he should not. 

Senator Easttanp. Any further questions? 

Senator ScHorrren. I appreciate getting this type of testimony 
because it points up the thing on the grading and points up this thing 
on various and sundry angles as to the mechanics and the machinery 
that might be very well for some of us down the line to look into it. 

Senator Easttanp. We will go now into executive session. 

(At 11:35 a. m. the subcommittee went into executive session). 
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TUESDAY, MARCH 15, 1955 


Untrep Srates SENATE, 
SUBCOMMITTEE ON DisposaL or AGRICULTURAL SURPLUSES 
oF THE COMMITTEE*ON AGRICULTURE AND ForEsTRY, 
Washington, D. C. 


The subcommittee met at 10:10 a. m. in room 324, Senate Office 
Building, pursuant to adjournment, Senator James O. Eastland 
presiding. 

Present: Senators Eastland, Young, and Schoeppel. 

Also present: Sam Thompson and Roy F. Hendrickson, advisors 
to the subcommittee. 

Senator Easttanp. The committee will come to order. 

Without objection, a telegram from Mr. John Stephenson, presi- 
dent, Washington Association of Wheat Growers, and also a statement 
from the Grain and Feed Dealers’ National Association will be placed 
in the record at this point. 

(The documents referred to follow :) 


RITzvitLeE, WasuH., March 15, 1955. 
Hon. JAMEs O. EASTLAND, 
Chairman of Subcommittee on Disposal of Agricultural Surpluses, 
United States Senate, Washington, D. C. 


Statement of the Washington Association of Wheat Growers for wheat to 
be filed with the Senate Subcommittee on Disposal of Agricultural Surpluses: 

Case for utilization of Washington wheat for Washington livestock. Wheat 
production represents the main source of agricultural income in Washington. 
The average wheat crop between 1940 and 1948 was approximately 60 million 
bushels. However, during the crop years 1950-51 and 1951-52 the yield was 
well above 70 million bushels. In 1952-53 it was 84 million bushels and in 
1953-54 72 million bushels. One hundred and sixteen million five hundred and 
eleven thousand bushels of wheat are now in storage, compared to 94,116,000 
bushels a year ago. We find only 55,507,000 bushels under Government loan, 
compared to 57,762,000 bushels under loan the previous year. The storage 
problem is extremely acute and most grain-storage firms are now overexpanded, 
using normal crops as a base. The situation will get progressively worse unless 
something is done to move some of the grain, not only back into normal chan- 
nels, but, with the assistance of Public Law 480, into new outlets of a permanent 
nature. 

We would bring your attention to the Butler amendment of Publie Law 480, 
which will seriously hamper the intent of the Public Law 480 by restricting the 
shipping of half the commodities to American bottoms of which there are at 
present not enough to adequately handle the job. This amendment would also 
hamper the program by using the 25 percent of the Public Law 480 funds. The 
State of Washington is a feed-deficient area. Of the 500,000 tons of manufactured 
feed consumed per year for all livestock in Washington, about 300,200 tons is 
consumed by poultry. Sixty percent of this, or about 200,000 tons, consists of 
corn and milo shipped in and processed into manufactured feed or mash. If 
wheat were made available at a competitive price, it would go a long way as a 
substitute for corn and milo which is shipped in. 
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This grain is shipped in because of the price support on wheat. Before 194¢ 
this was not the case. Scarcely any corn was shipped out here and what was 
shipped in was competitive to locally produced grain. The competitive price 
based on feed value for poultry would be wheat at 90 percent of the price of corn, 
pound for pound. (Wheat actually has a higher feed value for swine than corn, 
approximately 105 percent of corn for swine, stated Dr. Ensminger, chairman, 
husbandry department, Wisconsin.) In addition to this 200,000 tons of potentia) 
wheat consumed in manufactured feed (mash) for poultry, another 10 million to 
15 million bushels of wheat could be used.as a grain portion of the feed ip 
Washington. 

An article in the Spokane paper recently told. of Senator Magnuson’s plan to 
get 30 Liberty ships towed up here from California to fill with wheat now stored 
in the elevators. If the Government would take the cost involved in towing these 
ships up here and the freight (26 cents per bushel) and the handling charges, 
subtract this from the price paid for the wheat, this would get the price down 
close to the competitive feed value. While attempts to get the wheat in ware- 
houses for next year’s crop is a noble one, it merely carries us further down a 
dead-end street for the economy of the Pacific Northwest and offers no permanent 
solution to the problem. Following the proposal to sell surplus for feed, the 
reduction in price of 50 to 75 cents per bushel would clean out the warehouses 
and move it as feed. As stored surplus it is doing no one any good. The livestock 
industry here is having a difficult time when they have to pay $15 to $25 per 
ton freight on feeds, and the citizens of Washington are paying through the nose 
for their livestock products. Let’s not resign ourselves to the fact that the pres- 
ent law does not permit wheat to be sold as feed. The law was recently changed 
to permit durum wheat production without restriction in Minnesota, Dakotas, 
and Montana. The law could be changed to correct a hopeless situation in the 
Pacific Northwest. 

A continuation of the present policy of foreed grain importation means contin- 
uation of wheat production for surplus and storage, and a steady decline in live- 
stock industry and numbers in the Pacific Northwest. The people of the Pacific 
Northwest pay the import costs of freight on elevator. This which could be pro- 
duced locally much cheaper. A lot of stocker cattle are raised here, and shipped 
back to the Midwest to fatten on corn and barley, and then slaughtered or shipped 
back here on the hoof for slaughtering and consumption in this area. 

Dr. M. B. Bunsminger, chairman of the department of animal husbandry states : 
“The great bulk of the pork consumed in Washington, 90 percent is imported 
because you can’t feed price-supported wheat to hogs.” 

Listed below are the livestock figures, exclusive of dairy animals in Washing- 
ton, and the potential production or numbers that we should have to supply 
local demand : 


- 


Kind of livestock Present Rotential 


1 Could produce some more. 


Formerly 600,00 sheep were produced in Washington. This increase would 
be in keeping with the recent action to encourage production of wool. We 
could do a lot more feeding of beef cattle, particularly with the development 
of the Columbia Basin. 

In the early days, the packinghouses moved from the Northeast to Chicago 
to process the meat more centrally and reduce shipping costs. The shipping 
costs involved in these considerations weve infinitely much less than those now 
incurred by shipping Federal stock back to the Midwest and then shipping the 
processed meat back here. J 

McGinnis: About 30 percent of our poultry products used in Washington are 
imported. : 

The chicken population in Washington presently is about 4.8 million. It is 
declining because of the high feed costs while the need for more poultry prod- 
ucts continues to increase with the increasing population. 
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About 80 percent of the total feed consumed by the poultry industry in 
Washington is imported at costs for freight of $15 to $24 per ton. 

Dr. T. Blosher, Department of Dairy Science, states: “There are presently 
26,000 milking animals in Washington, and with the demand for dairy products 
within the State, another 100,000 cows are needed. This increase is only possible 
if feed costs are made less.” 

S. Q. Hoobler, price specialist, Agricultural Extension Service, WSC, pre- 
sented the figures on grain imports into the area of these cities: Portland, 
Astoria, Pendleton, Seattle, Spokane, Pasco, Vancouver, Tacoma, Longview, and 
Walla Walla. Corn, July 1952 to June 1953, 5,711 carloads; 1953 to 1954, 5,380 
carloads. Grain sorghums, July 1953 to June 1954, 705 carloads. 

There is no object in continuing to store a commodity that is in surplus when 
the cost of storage would enable it to move into consumption, the benefit of 
the producer, and the consumer alike. 

We are mailing copies of this for distribution to all members of your com- 
mittee. I am sorry that I was unable to keep my appointment to testify in 
person. Sincerely, Signed Washington Association of Wheat Growers, John 
Stephenson, president. 

Nore.—The above facts were gathered together from the indicated authorities 
on subjects pertinent to this question at WSC. 

JoHN STEPHENSON. 


STATEMENT FILep By R. B. Bowpren, EXEcuTIvE Vick PRESIDENT, GRAIN AND FEED 
DEALERS NATIONAL ASSOCIATION 


The Grain and Feed Dealers National Association was organized by country 
grain dealers in 1896. The headquarters office of the association is in St. Louis, 
Mo., and the branch office in Washington, D.C. Membership comprises 53 States 
and regional grain and feed dealers’ associations, and about 1,100 firm members. 

We are now, and for some years have been, increasingly concerned with the 
steady encroachment of the Federal Government into the grain business. We 
are quite aware that this has been the result of a national farm policy which, in 
given years, has forced a very large proportion of the grain crop into Government 
ownership or control as surplus. 

I have just seen a press release of March 8 outlining price-support activities 
in the various grains reported through February 15 last. In spite of acreage con- 
trol, we note that 44 percent, or 425 million bushels, of the wheat crop has come 
under price support; that in barley 114 million bushels, or 31 percent of the 
crop went under price supports; 25 percent of the flaxseed crop, 56 percent of 
the grain sorghums, and large quantities of other grains. Few of our country 
warehousemen are equipped with enough storage capacity to earn a living only 
through earnings from storage of Government grains; most of them historically 
have looked to the buying and selling of grain for their principal annual income. 
But when Government takes so large a percentage of the crop under supports, 
these country operators not only lose expected normal income, but also become 
increasingly dependent upon decisions of the Federal Government rather than 
upon the impartial opinion of the free market. Government actions, or even 
rumors of Government actions, affect our business. As an instance, within 
recent weeks a rumor swept through the country that the Commodity Credit 
Corporation was considering the sale of some of its surplus wheat for feed. Im- 
mediately the feed-grain markets weakened and industry concern was so great 
that it became essential for the Department of Agriculture to issue a press re- 
lease denying the rumor, which it did last week. 

Our United States Government has become the largest grain dealer in the 
world, and when Government is injected so importantly into the private grain- 
marketing structure, tremendous distortions are certain to appear. There are 
frequent proposals for changes in price support levels or acreage controls, and 
there is annual determination by producers on marketing quotas, each of which 
may force changes in the cropping and marketing pattern of a given area, and 
so change the required marketing practices of the country dealer. This country 
grain dealer may be generally unaccustomed to long-time storage and depend 
for his principal income upon the buying and selling of grain, yet find that so 
much of his local crop has gone under price support that he now must give up his 
principal merehandising business, and apply to Government for permission to 
earn a lesser income from storage. : 
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We cannot see how continued expansion of grain storage facilities, to house 
ever-increasing surpluses of Government grain, can result in long-time benefits 
to producers. Men in our private trade would much prefer to operate under the 
free play of market forces, rather than to have a substantial part of our busi- 
ness devoted to acting as warehousemen for Government. Therefore, we think 
it is time for the Congress to address itself to a program of freeing the market 
place, so that production from our limited American acres may be translated 
into maximum utilization, rather than toward the piling up of controversia] 
surpluses. 

We suggest further that the following questions be explored by the USDA 
with the idea of a report to your subcommittee: (1) Could not a more vigorous 
export selling policy for surplus grains be worked out among those nations, in- 
cluding the United States, which have unwanted surpluses; (2) what is the 
elasticity of demand among grain importing nations in comparison to price levels; 
(3) what effect would significantly increased grain exports have on our general 
trade policy; (4) to what extent can exports actually be increased from the 
United States without interfering with our normal marketings? We believe that 
the Department of Agriculture must consider the potential effects of any given 
action on all of agriculture and our farm program, as well as the private trade 
which should handle export sales. 

We must recognize that difficulties mount whenever Government, with even 
the best intentions, becomes directly involved in a business as complicated as the 
movement of grain into export. The factors of trade known in the free market 
are immediately affected. As an instance, we think that the IWA subsidy system 
with its flat subsidy rate does not always enable our wheat exporters to be com- 
petitive, because on so many occasions our competitors are able to undersell us. 
When a dea! is lost, it is permanently gone. We would suggest much more flexi- 
bility in the operations under IWA. There are other complicating factors which 
we see in our export trade, such as the requirement that for certain types of sales 
50 percent of the movement must be in United States owned freighters. We do 
not, of course, pretend here to speak for the exporters, but only to give the outside 
view of the country trade. 

We believe it unlikely that domestic demand alone, in the near future, will 
effectively reduce our present grain surplus. In the meantime, Government is 
under the burden of steadily deteriorating stocks, in addition to the costs of con- 
tinued storage. The Government has been involved in storage and distribution 
activities which could best be handled by private trade groups, thus reducing the 
taxpaying ability of private grain firms, while increasing the burden on all 
taxpayers. 

Our national association has considered this surplus problem for many years, 
and has set up a special study committee on this subject. From the peculiar 
position of a trade organization we have confined our comment on legislative 
farm proposals only to those proposals which touch upon, and affect, our grain- 
marketing structure. We have never, as an organization, proposed any basic 
farm plan, although various individuals may have sponsored the two-price system 
for wheat, some form of crop income insurance, or even some form of more strict 
production control. But we have quite generally agreed that high price sup 
ports—high enough to encourage poduction of unnecessary surplus—have sub- 
stantially injured the free market, involved the Government in tremendous 
earrying charges and quality deterioration, and prevented orderly adjustments 
between crop production and effective demand. 

Finally, then, our suggestion to your subcommittee is that you explore, through 
the USDA and other Government departments, this proposal for a more vigorous 
export sales policy that will reduce our grain surplus to a figure in line with 
demonstrated need for carryover and emergency 


Senator Scnorrren. Mr. Chairman, I am glad to report my guests 
this morning. Each year, as you know, the Farm Bureau has a num- 
ber of its members from numerous States come to Washington. We 
have in this hearing room today three gentlemen whom I would like to 
introduce, They are all from wheat areas. Lawrence Richards, from 
Lane County, Kans., which happen to be about 25 miles from my 
home town; W. R. Liilleqvist, of Medicine Lodge; and Walter Pearce, 
of Hutchinson, Kans. 

Senator Eastrtanp. Gentlemen, we are glad to have you here. 
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At this point in the record a joint statement of the Oregon Wheat 
Growers League and the Oregon Wheat Commission will be inserted, 
without objection. 


Jornt STATEMENT Fivep BY THE OrEcon WuHeat Growers LEAGUE AND OREGON 
Wueat COMMISSION 


The Pacific Northwest region includes the States of Oregon and Washington and 
the counties of north Idaho. This area is considered as one unit with similar 
production problems, similar freight rates, and common markets. About 120 
million bushels of wheat are produced here each year. 

Due to distance from the big population centers and the combination of high 
freight rates and a loan rate based on offshore movement, little wheat and flour 
now moves eastward to domestic markets. For this reason, about 75 percent 
of the wheat produced in the region should move into export. These conditions 
have caused the wheatgrowers in the Pacific Northwest to be particularly inter- 
ested in expanding Asiatic markets. 

Positive steps were taken as far back as 1949 when the Oregon Wheat Com- 
mission initiated the study of Far East markets by a grain mission. In 1952, the 
Oregon growers joined with the Millers National Federation and established a 
nutrition, research, and education project at the Women’s Christian College, 
Madras, India, to determine how wheat could be adapted to the food habits of a 
rice-eating people. During this past year, our growers have been working closely 
with the Millers National Federation and the Foreign Agricultural Service of the 
United States Department of Agriculture to develop plans for a joint effort to 
expand markets for United States grain products in Asiatic countries. 

More valuable information was gathered on foreign marketing in the spring 
of 1954, when the United States Department of Agriculture sent trade missions 
to various parts of the world. They found two of the most serious obstacles to 
the expansion of trade were the shortage of foreign currency within certain 
countries and nationalistic trade regulations which tend to restrict imports below 
the actual demand. 

The wheatgrowers in the Pacific Northwest want to commend you gentlemen 
in Congress for acting to ease these trade barriers in the closing days of the 1954 
session by passing the Agricultural Trade Development and Assistance Act 
known as Public Law 480. Two provisions of this law are of particular interest 
to us. First title I, which allows importing nations to purchase United States 
surplus commodities with local currency. Second is section 104 (a), which pro- 
vides for using local currency for developing new markets for United States 
agricultural commodities on a mutually benefiting basis. 

As a result of the interest shown the trade missions and in order to take 
advantage of the above provisions of Public Law 480, it was decided that a 
joint industry-Government team should leave the United States as soon as possi- 
ble. The objective was to work out specific projects for the promotion of wheat 
foods in each of the major wheat and flour importing countries of Asia. On 
September 24, Eral Pollock, grain-marketing specialist for the Foreign Agricul- 
tural Service ; Gordon Boals, director of exports for the Millers National Federa- 
tion; and Richard Baum, executive secretary, Oregon Wheat Growers League, 
left the United States for Japan. 

After spending 2 months working in Japan, Hong Kong, the Philippines, Singa- 
pore, Indonesia, Ceylon, India, and Pakistan, members of the mission were 
thoroughly convinced of the sales opportunities in Asia. Wheat and flour im- 
ports into these countries had increased from a prewar average of less than 
54 million bushels to nearly 296 million bushels in the marketing season of 
1951-52. While this high a demand has not continued, with the help of 480 
it could well stabilize at around 150 million bushels. 

The following conditions support this conclusion: Seasonal rice surpluses 
may temporarily slow down the rate of increased use of wheat, but the moment 
rice again becomes short, wheat will be used in increasing amounts to supple- 
ment the diet. The people in Ceylon and Japan have shown that wheat foods 
can be used in the homes in traditionally rice-eating areas. 

Another development is the realization by several governments that they should 
have more flexibility in their food supply, and not have to depend entirely on 
rice, Over a period of time, this practice promises to be economical. They are 
recognizing that wheat foods are needed in the diet to improve the health of 
the people. Work in the field of nutrition has barely been touched. 
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The third favorable factor is the tremendous increase in population. It is 
estimated that Asia will have 215 million more people to feed in the next decade— 
an increase the size of the whole population of North America. It appears 
doubtful that Asia can increase food production sufficiently to meet such demands. 

Of course, there are factors unfavorable to the increased use of wheat foods 
in Asia. Dollars are still scarce, and nationalistic policies protect local pro- 
ducers and favored groups. It is essential that Public Law 480 be a long-range 
sustained program. If so, it can help overcome many of these obstacles. A 
temporary program, on the other hand, will have little lasting effect. Our ob- 
jective is to expand the total market for United States foods. Millions of people 
in Asia suffer from underconsumption. Governments hesitate to give their 
people more to eat, however, if it will only be available on a temporary basis. 

The members of our mission concentrated on ways to develop new markets for 
United States wheat and flour as authorized under section 104 (a) of Public 
Law 480. We worked out many projects for each country visited which would 
encourage increased use of these products. For example, in Japan, we estimate 
that $1% million worth of yen could be spent effectively the first year alone on 
promoting wheat foods. 

Through use of 480, new avenues have been opened for industry groups to 
reach foreign markets. By spending a few thousand of our own dollars, we 
can use millions of local currency obtained under this law for long-range market 
promotion. 

Our testimony to this point has been devoted to the advantages and opportu- 
nities to be obtained under 480 if it is working as Congress intended. Unfortvu- 
nately, there have been delays. A great deal of confusion exists on how market 
promotion projects under 104 (a) will be handled once they are proposed by an 
industry group. It would seem almost impossible to work out projects to the 
satisfaction of a foreign government, our Government and industry groups if 
several agencies of our Government must approve each project. 

To avoid interminable delays which will occur under this system, we suggest 
the Departments of State, Commerce, Treasury, Agriculture, and any others 
concerned, agree on a general policy to be followed in approving market develop- 
ment projects and then give Agriculture authority to approve these projects 
as they are presented. 

While discussing with foreign governments the use of local currency which 
will accrue to the credit of the United States, it became apparent they were not 
interested in spending money on development of markets for United States 
agricultural products. This is a natural attitude since they are more concerned 
about increasing their industrial and agricultural production. It means, how- 
ever, that these governments will want to direct the spending of all of the 
local currency on projects to improve their economic situation. 

To fulfill one objective of 480, which is to develop new markets for our agri- 
cultural products, we suggest that some percentage of local currency funds, say 
10 percent, be set aside initially when an agreement is negotiated until it becomes 
clear how much can be spent effectively on market promotion work. 

We understand the 480 negotiations with at least two countries, Japan and 
India, were delayed somewhat and the size of their programs reduced because 
of a premature budget ceiling being placed on the amount of funds which 
could be committed this year. 

One of the most serious handicaps to 480 appears to be developing as a result 
of the Butler amendment. As you all know, the Butler amendment requires 
that 50 percent of all United States commodities which are exported under 
foreign-aid programs must be carried in American ships. When this amend- 
ment was passed in Congress, the farm organizations did not oppose it because 
they did not realize at the time what effect it would have. The way it has 
worked out, however, it could seriously cripple our export program. 

The first way it hinders the program is that it costs more to ship products 
in United States ships. For that reason, the United States has agreed to pay 
the freight on all 480 shipments handled by American bottoms. The money to 
pay this freight comes out of 480 appropriations. A qualified person in the 
United States Department of Agriculture has estimated that it could take about 
27 percent of the money appropriated for 480 to pay freight costs to American 
shipping lines. 

This means about $190 million intended for export of agricultural commodities 
will go to a handful of shipping companies which only operate some 76 tramp 
steamers and hire about 4,000 men. This is an outright subsidy to the steamship 
lines which is going to be charged to agriculture. 
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In addition to the loss of millions of dollars which could be used to sell our 
wheat and other commodities, the Butler amendment has made it increasingly 
dificult to make foreign-aid sales. Many importing countries have their own 
merchant fleets and want to use them. Also, there are only about 25 American 
tramp freighters operating in the Pacific Ocean. If Japan and India sign 480 
agreements this year, it would be impossible to ship all ef the wheat they would 
agree to take and carry half of it in American bottoms at a reasonable rate. 

We respectfully request the members of this committee to give consideration 
to the effect of the Butler amendment on Public Law 480. We are not opposed 
to subsidies if they are necessary for American shipping companies, but they 
should not be charged to agriculture or allowed to cripple our export program. 

In closing this part of our testimony, we wish to make it. perfectly clear that 
we support a properly working 480 program. We feel this program provides 
an unusual opportunity for industry, producers, and the Government to cooperate 
as a team in working to expand the export markets for United States agricultural 

products. 
. To this point, we have devoted our testimony to a discussion of Public Law 480. 
We realize this is only one program for disposing of our wheat products. The 
International Wheat Agreement is another such program which we have sup- 
ported in the past. At the present time, however, the agreement is not working 
to satisfactorily move United States white wheat or flour from the Pacific coast 
to most markets in southeast Asia. This is true because the subsidy from Pacific 
coast ports is based on competition with high-protein Canadian wheat. On this 
basis, we are competitive with the lower-priced Australian products in Hong 
Kong, the Philippines, Singapore, Indonesia, Ceylon, and India. To remain in 
these markets, we need a special subsidy for Pacific Northwest soft wheats 
based on competition with Australia. 

There are other ways to utilize our surplus wheat. A program needs to be 
developed to allow wheat to be fed in deficit areas, ‘There are possibilities for 
industrial uses of wheat for alcohol for fuel and for other products. We have 
spent a good deal of time investigating these outlets and are continuing to push 
for full consideration of them by the Department of Agriculture. Additional 
information on surplus disposal may be presented to this committee by a repre- 
sentative from the National Association of Wheat Growers. 

We appreciate the opportunity of presenting our testimony to you members of 
the Senate Subeommittee on Disposal of Agricultural Surpluses. 


Senator EastLanp. Mr. Weatherford. 


STATEMENT OF MARION T. WEATHERFORD, CHAIRMAN, OREGON 
WHEAT COMMISSION, PENDLETON, OREG.; ALSO REPRESENTING 
THE NATIONAL ASSOCIATION OF WHEAT GROWERS 


sa EastLanp. You may identify yourself for the record and 
proceed, 

Mr. WeratHerrorp. My name is Marion Weatherford. My ad- 
dress is Arlington, Oreg. I am a wheat farmer. 

Senator Youne. And a good one. 

Mr. WeatTHerrorp. I am chairman of the Oregon Wheat Commis- 
sion, and I understand our joint statement of the Oidinckt Wheat Grow- 
ers League and the Oregon Wheat Commission has been filed with 
the committee. 

I would like at this time also to represent the National Association 
of Wheat Growers, and I am chairman of the their Committee on 
Marketing and Marketing Research. 

The National Association of Wheat Growers is a rather young or- 
ganization, about 5 years old. Obviously it does not represent all of 
the wheat States or all of the wheat producers in the United States, 


but it is a growing organization. It has at the present time seven 
States that are dues paying, and at the last convention at Amarillo, 
’ 


Tex., on February 3, 


and 5, there were 12 States actively represented 
at the convention. 
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I should like to read to the committee, if I may, Mr. Chairman, the 
report of the Committee on Marketing and Marketing Research. 

There is an ancient yet simple economic axiom which states ip 
effect, that in order for a transaction to take place, the buyer must 
be ready, willing, and able to buy at a time, price, and location which is 
agreeable with a seller who is ready, willing, and able to sell. Within 
this axiom lie the bases for many of the problems confronting the 
wheat industry, and it is with these problems that the Committee on 
Marketing and Marketing Research is concerned. 

This committee strongly recommends that the United States De- 
part of Agriculture move without delay in bringing about a revision 
of the grading standards for wheat. The present outdated standards 
do not provide an incentive for the production of desirable milling and 
baking wheats, or the maintenance of quality after it leaves the farm. 
They do not permit either domestic or foreign trading on a universal 
grade certificate basis, and they have resulted in huge stocks of low- 
quality wheat being held in Government storage at a fictitiously high 
price which precludes movement into feed grain channels. Implicit 
in this recommendation is the recognition of need for research, not 
the least of which is the development of a method whereby a full 
determination of quality can be simply made at the point of first pur- 
chase. With workable standards which can be utilized effectively 
throughout the entire marketing process as well as in the adminis- 
tration of Government farm price programs, we should be able to 
look forward to the proper discouragement of low-quality production 
and the equally proper increase in confidence from our customers 
both at home and abroad. 


Our committee rata requests the executive committee of 


the National Association of Wheat Growers to arrange for proper 
contact with United States Department of Agriculture officials in an 
effort to expedite the increased participation of wheat in world trade 
as provided under Public Law 480. It is rather strongly suspected 
that wheat has received only minor benefits from this law due simply 
to lack of organized support from wheat interests. While this law 
is designed as a short-term measure to facilitate trade in our surplus 
commodities with soft currency countries, the long-term possibilities 
must be anticipated. These might include the development of secure 
trade channels with those countries whose diets are basically grain, 
and the development of agreements whereby our country could receive 
in trade nonperishable strategic materials for stock-piling purposes. 

In connection with Public Law 480 as well as other Government 
trade programs, we recommend that the United States Government 
reconsider its policy on oceanic shipping rates and facilities. Due to 
a requirement that 50 percent of such exports must be loaded in United 
States bottoms, too often United States bottoms are not available, 
while foreign bottoms lie begging for a cargo. The result, of course, 
is that trade suffers. 

We urge the Commodity Credit Corporation to revise its policy 
which allows wheat undesirable for human use to receive, or remain 
under a loan that prices it out of the feed grain market. Immediate 
action by the Commodity Credit Corporation should include an in- 
spection of their holdings in order that those stocks found unfit for 
food might be released on the market. It is a matter of record that 
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certain commercial wheat areas are shipping in corn from the Midwest 
while their own bins have some low quality wheat under loan. It may 
be observed also, that feed grain production on diverted wheat acreage 
promises to result in a greater total supply of feed than if the entire 
acreage were left in wheat with only the low quality production going 
into feed grain channels. 

It has been noted by members of this committee that the foreign 
trade efforts of our Federal Government are hampered considerably 
by the lack of coordination amongst the various bureaus concerned, 
with the result that foreign nations are discouraged by red tape. If 
our public officials are to aggressively merchandise rather than pas- 
sively peddle, we suggest that either the various offices be properly 
streamilitied and coordinated, or that a single sales agency with original 
and final authority be established. 

There is a paragraph on grain sanitation which I think is not nec- 
essary to read at this time. 

To the best of our knowledge, the United States Department of 
Agriculture has never emphasized wheat products on its periodic 
Plentiful Foods List. Considering that our product may be the most 
economically desirable source of a sustaining diet for many house- 
holds in our Nation, we urge its acceptance as a plentiful food. 

In certain markets of the world, notably southeast Asia, it appears 
that our wheat suffers from an unfair price disadvantage because of 
our unrealistic export subsidy policies. We request that our Federal 
Government conduct a thorough investigation of this situation. 

Senator Easrianp. I would like you to go into that please, sir. 

Mr. Weatuerrorp. The matter is covered more fully in the joint 


statement of the Oregon Wheat Growers League and the Oregon 
Wheat Commission. 

The subsidy for wheat on the west coast is based so that it would be 
competitive with the ay ese wheat shipped from Canada. 


Senator ScHorrret. Did you say from Canada? 

Mr. Wearnerrorp. Yes. That is on the west coast. However, the 
kind of wheat shipped out of the west coast from the Pacifie North- 
west is the soft white wheat that is in competition with the kind of 
wheat grown in Australia. 

Senator Easttanp. Most of that wheat is exported, is it not? 

Mr. WeatHerrorp. Yes. So we are not competitive with Aus- 
tralian wheat. . 

Senator EastLanp, What is the difference at current levels? 

Mr. Weatuerrorp. About ten cents a bushel. 

Senator Youne. You mean Canadian wheat? 

Mr, WeatHerrorp. We are not competitive with Australian wheat 
in price. 

‘he hard wheat that comes from Montana and goes through our 
port is competitive with Canadian protein wheat, but the soft wheat 
raised in the Pacific Northwest which is in direct competition with 
Australian wheat is not competitive pricewise. We are priced out of 
the market. 

Senator Eastianp. If it was competitive, have you any estimates 
or what is your judgment as to how much it would increase exports? 

Mr, Weatuerrorp. I do not want to appear to be in the position of. 
saying that we would like to dump wheat in competition to Australia, 

60149—55—pt. 212 
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but we would like to be competitive and I think it would substantially 
increase the market of Pacific Northwest wheat. ; 

Senator ScHorpret. How much of a price differential would you 
have to have there to do that? 

Mr. WearHerrorp. About ten cents. 

Senator Scnorrret. Have you made a study of what that would 
do to the wheat from the interior of the country? Say, for instance, 
South Dakota, Kansas, Oklahoma and the Texas Panhandle. Of 
course, they go gulfwise and they go Chicagowise. 

Mr. WeaTHerrorp. And it is a different kind of wheat. 

Sonatas ScHorrreL. Do you find the same situation on high-protein 
wheat ¢ 

Mr. WeArnerrorD. No, high protein wheat is going into a little 
nt area, the Philippines, and so forth, and we are competitive 
there, 

Senator Scuorrrren. You are talking about the soft white wheat? 

Mr. Wearuerrorp. Yes; the soft white wheat. 

Senator Youne. Would you elaborate a little bit more? Do I un- 
derstand that you believe that there should be better price differentials 
for quality wheat ? 

Mr. Wearuerrorp. Yes; I had that in mind, and in defining quality 
wheat I would like to say that I do not necessarily associate quality 
and a good bread wheat together. I refer to quality as being a type 
of wheat that is suitable for milling and baking all of the different 
types of food products. Some varieties are never suitable for mill- 
ing and baking. We have one in the Pacific Northwest which is called 
Rex. It cannot be milled and baked. I might say it is all right for 
Wheaties. All the Wheaties in the Nation are made of Rex, I under- 
stand, but it cannot be milled and it is not suitable for baking. There- 
fore, it is our belief that Rex, if it receives a loan at all, definitely 
should receive a lower loan than a good milling and baking wheat. 

I understand there are one or two varieties in the Midwest, per- 
haps Chiefcan—but I could be wrong in that variety—but varieties 
that are always unstitable for milling and baking, regardless of 
weather conditions, we think should receive a lower loan rate than 
suitable milling wheats. 

Senator Youne. That is certainly true. In my opinion, we are 
going to break the whole program if we keep on giving the same price 
support to poor quality wheat as we do for top quality wheat, be- 
cause, as yn know, invariably the yields of the poor quality wheat 
are much higher than the yields of top quality wheat. 

Mr. Weatuerrorp, Quite often that is true. I would like to say, 
however, that there is a possible danger here because often quality 
is a direct result of climatic conditions. You may have a variety 
1 year that has a high premium because of high protein, and another 
year might be so low in protein that it is really not a premium wheat 
for milling and baking. I do not think such a variety should be 


excluded from the normal loan rate. The caprice of weather should 
not determine the variety premiums under the loan program. 
Senator Youngs. Is it not true that there are some varieties of wheat 
that never produce good quality wheat in any climate or any area? 
Mr. Weatuerrorp. That is right. 
Senator Youne. Let me give = a good example. Our durum pro- 
ity, 


ducers have stuck to good qua and we produce the best quality 
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durum wheat produced anywhere in the world; I received a telegram 
the other day from a friend of mine in North Dakota, and he wanted 
to know if golden ball durum wheat, a Canadian variety, was eligible 
for price support. This golden ball Canadian durum wheat is a poor 
quality. Ordinarily Canadians raise top quality wheats of all types. 
We called the Department of Agriculture and found out that it was 
eligible for support. 

[ think it is regrettable that wheat of that kind is brought into this 
country. It isa good yielder but a poor quality, and it gets the same 
price support as the very best durum wheat produced in the whole area. 
This kind of a situation would break any program. 

Mr. WEATHERFORD. Furthermore, there are various types of wheat 
in various sections of the country that always have large amounts of 
foreign material in them, garlic and various other things that make 
them unsuitable for milling and baking for food uses. We think those 
types of wheat should receive at least a substantially lower loan rate 
than the proper milling and making wheats. 

Senator Young. We had some very good testimony here yesterday 
by Mr. Freeman, of Chicago, on the mixing of grains and the opera- 
tion of the grain exchange there. 

Senator Eastnanp. How much is the wheat carryover now? What 
is the surplus? Do you have those figures? 

Mr. Wearuerrorp. Yes; I think I can tell you in general, although 
your figures would be better. Without referring to my sheets over 
here, it is my understanding it is somewhere around an anticipated 
970 million bushels the Ist of July. 

Senator Eastzanp. How much of that will be in the hands of the 
Commodity Credit Corporation ? 

Mr. Weatuerrorp. Unfortunately, the greater percentage of it. 

Senator Easttanp. What will our domestic consumption run? 

Mr. WeatHeRForD. For all purposes—food, feed and seed—I think 
the figure is somewhere S omed 625 million. 

Senator EastLanp, Now, I never have believed that the solution for 
these surpluses was strictly acreage control. I do not believe that the 
wheat industry can operate efficiently with 55 million acres. Is that 
the figure ? 

Mr. Weatuerrorp. That is exactly right, sir. 

Senator Eastntanp. Now, what is it that you have done to work this 
surplus off so that we can get our acreage allotments increased ? 

Mr. Wearuerrorp. In the first place, Senator, I am afraid that we 
too often view the whole supply as surplus, and that, of course, is 
not so. 

Senator Eastuanp. Correct. What is the normal carryover? 

Mr. WeatuHerrorp. Well, a great many people would hate to see less 
than 500 million bushels of wheat as a carryover. I thing about 
3 years ago we were down to 250 million, approximately, and I believe 
it was viewed as rather critical by a number of people. 

Senator Youna. By the Department of Agriculture? 

Mr. Weatuerrorp. Yes, sir. 

Senator Eastianp. You think we have got to work off 325 million 
bushels ? 

Mr. Weatuerrorp. That is about right. 

Senator Eastuanp. What is the best way to do it? 
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Mr. Wearuerrorp. Well, of course, Senator, you have to move that 
wheat into uses, and the traditional uses for wheat are as food in the 
United States, as feed in the United States, particularly in feed deficit 
areas. 

Senator Easrianp. Is that the way it is going to have to be worked 
off? 

Mr. Wrarnerrorp. Yes, sir; and then as export. To our way of 
thinking, there is no solution to this problem by simply working on 
the production end. We have got to start working on the use end. 

Senator Easrianp. Well, production follows commodity sale. 

Mr. Wearuerrorp. That is right. Of course, you must be aware, 
Senator, that the Oregon Wheat Growers League and the Nationa] 
Association of Wheat Growers have for a number of years asked the 
Department and Congress, and do still sincerely hope that you will 
give sincere attention and study to what is called the domestic parity 
plan, because we feel that it offers a way 

Senator Eastianp. That is the two-price system ? 

Mr. Wearuerrorp. Yes. That will permit wheat to flow into tra- 
ditional uses, 

Senator EasrLanp. Well, you have export subsidies. If you had a 
two-price system would we export more wheat ? 

Mr. Weatuerrorp. Senator, we would at least not be dependent 
upon the money appropriated by Congress for some of our export. 
We could at least be in the world market competitively 365 days out of 
the year, and we would at least be paying our own subsidy, we would 
not be asking it from the Federal Treasury. 

Senator Eastianp. I asked you a question. What is the answer? 

Mr. Wearuerrorp. I think there would be a substantial increase in 
world exports and I think it could conceivably grow to 300 or 325 
million bushels. 

Senator Easttanp. What are we exporting now? 

Mr. Wraruerrorp. In 1954 I think we exported a little less than 
200 million. I think the anticipated exports for this year are about 
225 million. 

Senator Easttanp. And you think that if we had a competitive 
price those exports would increase to 325 million bushels? 

Mr. Weatuerrorp. Yes; I think so. 

Senator Easttanp. And you think we could market a crop of 950 
million bushels? 

Mr. Wearnerrorp. Yes, I think so; providing some could go into 
feed. 

Senator Scuorrre.. I would like to ask you if more of the wheat of 
inferior grades, as you brought out here—and I think of inferior 

rades solely from the standpoint of the good milling wheat or the 
1igh protein wheat or the semihigh proteins as against, for instance, 
the red wheat produced in my section of the country and the eastern 
section—would that throw the other grain producers who are pro- 
ducing grain for animal feeds and poultry feeds and all types of mix- 
ing feeds into somewhat of a dither , 

Mr. Wearuerrorp. Senator, it is our thinking that it would not, 
because the total amount of wheat that would be added to the feed 
supply would be not more than 5 percent, in all probability, of the 
total feed supply. Furthermore, under the present program we are 
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crowing additional feeds on diverted acreages, which also complicates 
the total feed problem, possibly more than if we had allowed those 
acres to remain in wheat. 

Senator Scuorrren. We have support prices, of course, for wheat 
and corn, and I am talking now of the grains. We are now also con- 
fronted with reduced wheat acreages, cutting it to fifty-some-odd- 
million acres, and many sections of the country that cannot produce 
soybeans or barley or oats or flax go to the different types of hybrid 
varieties of maize and milo and feterita and things like that. That 
production comes on up. That is used primarily for feed in mixing 
purposes, for starches, and things like that. 

Now, I hear from a number of those areas, as well as the corn areas, 
and they say, “If you throw down the bars for these inferior grades 
of wheat to go into feed channels you will affect our corn produc- 
tion and the payments that we would get on the acreages that we 
utilize for these various feed grains.” 

What is your overall judgment on that? Would you still say that 
that would probably be limited to 5 percent ? 

Mr. Wearuerrorp. Yes, I think so, and I do not think it would 
have much affect on the primarily corn area. Those people tell me 
that if wheat and corn were available at the same price they would 
still feed corn, so I do not think we would be much competition. I 
think the place where you would find the wheat going into use would 
be in feed deficit areas like the Pacific Northwest and the Northeast. 
There is quite a demand for wheat for poultry feed as well as animal 
byproduct feeds and straight wheat as feeds in those feed deficit areas. 

Senator Scnorrrer. Of course what we are up against now, and I 


know you are fully aware of it, is the overhanging surplus that we have 
at the moment. 

Mr. WraTHERFORD. Yes, sir. 

Senator ScHorrren. With the possibility of 800 or 900 million 
bushels coming in with this next crop, contingent upon weather con- 
ditions, and with the tremendous carryover that we already have, our 
instant problem is how we are going to work off this “oe of wheat 


that we now have on hand. Some of it, of course, is deteriorating. 
Some of it, of course, is going out of the milling category into the 
feed category. That is our problem now, and that is why we are try- 
ing to work out a better export program and a more tenacious ap- 
proach to the competitive side of these foreign markets. If we could 
work off 875 to 400 million bushels of wheat out of the present sur- 
pluses we might not be in such bad shape. 

Mr. Weatuerrorp. We would not be. 

Senator Scnorrren. And we cannot work that off in any one year. 
It will probably have to come over a 3-year period. Do you agree 
with me on that? 

Mr. Wearuerrorp. Yes, sir; that is right. 

Senator ScnorpreL. And that is the period of dislocation we are 
going to run into, and get reverberations on. 

Mr. Weatuerrorp. Senator, certainly we have to start in where 
we are, and we have a tremendous surplus. I think whatever pro- 
gram we have, whether it is a parity program or two-price program 
or whatever it is, we are going to have to have acreage allotments 
and some production caninelh es not see how we can get away from 
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that, regardless of what program we have, but I insist that we must 
permit wheat to move into use channels. 

We have at the present time tremendous quantities of wheat in 
storage in the Pacific Northwest, and just in the last 2 weeks the 
feeders of poultry and cattle and feed dealers in the Pacifie North- 
west have been doing everything they can to get some wheat released 
for feed in the Pacific Northwest. Remember that last year it cost 
them $10 million in freight to ship corn from the Midwest into the 
Northwest, Pacific Northwest, while we had 130 million bushels of 
wheat in storage in ships. 

Senator Scnorrret. That would mean that we have to give some 
consideration to changing the law on the price phase of the legisla- 
tion that will permit the Commodity Credit Corporation, out of its 
surpluses in those areas, to dispose of this wheat domestically, would 
it not? 

Mr. Weratnerrorp. Apparently that is right, although it is my 
understanding that after the wheat has been under the loan program 
for a year the Commodity Credit Corporation has authority to dispose 
of the wheat at some differential. I know that has been the case in 
certain situations in certain areas. 

Senator Scnorprer. What differential in price in your Pacific 
Northwest do you feel would be a fair figure to consider ? 

Mr. Weatuerrorp, The feed dealers in the Pacific Northwest were 
asking for wheat comparable to the price of corn in Sioux City, Lowa. 

Senator Scnorrret. I would like to ask you one other question. 
You mentioned the different grades and types of wheat, from the 
standpoint of different loan price or different loan value, to be deter- 
mined by the Government. Your association, no doubt, has made 
considerable study of that. I have been told that it is inherent in 
that kind of approach. There are many complicated details that 
would bog down the industry. Have you gentlemen, through your 
various committees or through your research departments, come to 
any determination or can you give us the benefit of any suggestions? 

Mr. Wrarnuerrorp. I am afraid I am unable to give you the kind 
of answer you would like to have, Senator. However, I would like to 
say, first of all, that in the definition of quality we include both hard 
and soft wheats and both red and white wheats because they each 
have various uses. Wheat does not have to have high protein to be 
a premium wheat for cookies or crackers or pastry. 

Senator Scoorrre.. That is what I understand. 

Mr. WeatHerrorp. However, it does have to be a suitable milling 
wheat and it has to be a suitable baking wheat for its purpose. 

I think that the varieties that are known to be unsuitable for milling 
and baking could easily be excluded because we have our crop depart- 
ments of the State colleges and our experts in the United States De- 
partment of Agriculture who are fully aware of the qualities of each 
variety of wheat. 

Senator Scrorrre,. Then you think we ought to start with an 
approach on variety ? 

r. WEATHERFORD. On varieties first, sir. And I am not sure how 
much further than that you can go until—we have developed this test 
that I referred to earlier in my testimony whereby a full determina- 
tion of quality can be simply made at the point of first purchase. And 
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that is going to take some research, sir. I would like to read the full 
sentence. Implicit in this recommendation is the recognition of need 
for research, not the least of which is the development of a method 
whereby a full determination of quality can be simply made at the 
point of first. purchase. ie \ 

With workable standards which can be utilized effectively through- 
out the entire marketing process as well as in the administration of 
Government farm price programs we should be able to look forward 
to the proper discouragement of low-quality production and the 
equally proper increase in confidence from our customers both at home 
and abroad. 

Senator Youna. One of the first steps that could easily be taken 
would be to either give a very low price support or no price support 
at all for a type of wheat that various experiment stations refuse to 
recognize as being of a certain quality. 

Mr. WeATHERFORD. Certainly you could go that far at the present 
time. 

To continue, sir, we commend the United States Department of 
Agriculture and other public and private agencies for efforts in devel- 
oping new uses for wheat, both food and nonfood. Particular items 
of note in this respect are wheat alcohol as a motor fuel additive, and 
Bulgor, which is a delightfully universal processed wheat food. We 
feel that continued expansion of activity in this direction is sound. 

In the field of research, we would welcome studies designed to meas- 
ure the effects of farm price programs on our domestic production and 
marketing patterns. There are strong indications that the effects are 
increased uneconomic production both within and outside of the tra- 


ditional wheat areas, and a disrupted marketing a which has 


been inequitable to all concerned. The consensus of this committee is 
that the domestic parity plan would to a great extent return these 
patterns more nearly to normal. 

Senator Eastianp. Now, what is the domestic parity plan? 

Mr. WrEaTHERFORD. Sir, the domestic parity plan is really quite old. 
It has been used by industry in the United States for many, many 
years. 

I would like to point out that it is my understanding that Mr. 
Edison was the first man to employ it. He found that he had a fac- 
tory that was capable of producing all the light bulbs he could sell in 
the United States in one 8-hour shift, He realized that if he could 
run that factory 24 hours a day he could produce twice as many light 
bulbs, but he had no market for them. He realized that he d pro- 
duce those extra light bulbs at less cost. because he already had his 
capital investment. So he found a market in export for the surplus 
light bulbs. He ran his factory 24 hours a day, he produced and sold 
on the domestic market all he could sell at a domestic price and he 
marketed in export at a lower price the surplus light bulbs. 

Now, sir, that is just what the wheat people want to do, except that 
there are quite a few wheat farmers and we need a little Government 
help in order to get the thing going. 

enator Easttanp. What is the plan specifically with wheat? 

Mr. Wearuerrorp. The pla, sir, is to upportion the domestic con- 

py of ee rata to = producers of wheat and return to. 
1em, through possibly a certificate, a price equal to 100 percent of 
parity for that portion of the wheat. no Syctan - 





464 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Senator Easrianp. Sold in this country ? 

Mr. Wearuerrorp. Sold and eaten in this country. The balance 
of the wheat would move into feed or export or industrial uses at world 
market. As far as the wheat producers are concerned, we would not 
care whether there was a low loan on wheat or not. 

Senator Scnorpren.. That is, the wheat that would go into feed? 

Mr. Weraruerrorp. Feed, yes, sir; and export. However, we are 
advised that, for the protection of the corn people, that there possibly 
should be a low loan at the price of corn which would truly be a loan, 
a recourse loan, and not a purchase as we have at the present time. 
That is about all there is to it, sir. 

Senator Youne. Mr. Chairman, may I ask this penn 

How does your plan differ, if at all, from that of the grange? 

Mr. Weatuerrorp. It is identical, sir, with the present grange 
plan. It is identical with the plan that Congressman Hope intro- 
duced during the last session of the legislature. There would need to 
be a slight revision in the wording of Congressman Hope’s plan at 
the present time because for the past year we have been operating 
under acreage allotments and his wording in his bill makes no provi- 
sion for apportioning the acres under an allotment program. 

The thing behind the plan, sir, is that since we, as wheat, producers, 
must pay parity prices for our machinery, for our utilities, for our 
labor, for our supplies, for our freight, that we should at least be 
entitled to 100 percent of parity or domestic parity on that portion 
of our crop which is eaten b prcnte in the United States. 

Senator Eastianp. Well, I think that is right. How much export 


business have we pot to do to sustain a prosperous wheat economy in 


the United States! How much have we got to export? 

Mr. Weatuerrorp. I question, sir, if we could possibly look forward 
to exporting more than 300 million bushels over a 10-year period. 

Senator KastLanp. What acreage would that give us? 

Mr. WeavHerrorp. Under normal weather conditions I would im- 
agine somewhere around 66 to 68. 

Senator Easrianp. What was the highest acreage we had? 

Mr. Wearuerrorp. Seventy-eight. 

Senator Eastianp. That was in 1953? 

Mr. Weatuerrorp. Yes, sir. 

Senator Scnonpre.. To establish the historical basis for, say, myself 
getting a certificate on that, how many years would you go back? 

Mr. WeatHerrorD. Senator, Congressman Hope’s bill listed, I think, 
2 or 5 years past. Of course, you need not take into consideration 
this current year because of the diverted-acreage program. I think 
perhaps a 3- or a 5-year program would be long enough to be 
equitable, sir, dropping one year and adding the next as the program 
went along. 

Senator Easttanp. You know, we have got several million acres that 
we have taken out of cotton. The representatives of one of the major 
farm organizations, testifying not long ago, recommended that that 
be put in wheat. Now, what do you think about that? 

Mr. Wearnerrorp. Well, Senator, I might be willing to go along 
with that if the acres I take out of wheat could be put into cotton. 
Unfortuately, in large areas of the wheat-growing country we have 
no alternates. Even if you put it into grass you do not get any revenue 
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from it. It will not grow seed, it will not produce enough grass to 
make any revenue from grazing. There are virtually no alternates 
in large, vast areas of the wheat-growing country. 

Senator Eastitanp. Don’t you think that all the diverted acres that 
we are taking out of basic crops, wheat and cotton, are largely going 
into oats, rye, and barley ¢ 

Mr. WeatHerrorp. In our area they are going into some other crops 
in desperation, although, as I said previously, in many areas the alter- 
nate crops are not satisfactory. They will not pay the cost of tilling, 
cultivating, and harvesting. 

Senator Youne. Is it not true that over the past 4 years we have 
imported about as much wheat and oats and barley and rye as we have 
exported, taking the three together in total bushels? 

{r. WeaTHerForD. I would not be able to answer positively, but it 
sounds reasonable. I would estimate that is correct. 

Senator Scuorrrei. Take what is happening, for example, in this 
farming right out of Washington. Ten years ago, when I quite often 
came down here, I used to drive out on Sundays. I did not notice 
too much wheat being planted. But now you see quite a little wheat, 
and apparently much of it is going into storage, and in place of 
planting that wheat they could probably be growing oats, which they 
are importing almost entirely from Canada now. 

Under your two-price system the wheat would have a much lower 
price in the domestic market and perhaps the people here would be 

wing their own feed in ao of importing it from Canada, and 
T think Canada could stand a little crop reduction as we are doing 
here. They have no reduction program such as we have. A Canadian 
farmer can produce as much as he wants to. 

Senator Kastianp. Do they have a support price? 

Senator Young. Yes, under the wheat pool. 

Mr. WreatHerrorp. My comment on that, sir, is that one of the ori- 
ginal considerations of the international wheat agreement was that 
nations would agree to attempt to regulate their production. The 
United States is the only nation that has done that. 

Senaor Eastitanp. What is the Canadian support price? 

Senator Youne. It varies from month to month. The domestic 
price is set arbitrarily by the Canadian wheat pool at a higher level 
than the arbitrary price set for export. In fact, there is not a 
wheat producing country in the world that I know of, and that 
includes the United States, Canada, Australia, Germany, France, 
Japan, Turkey, Argentina, all of them have price-support programs 
for domestic use and a much lower price for exports. All of them 
have two-price systems. 

Mr. Weatuerrorp. As a matter of fact, the support price in the 
United States is third from the bottom of all nations in the world. 

Senator Eastianp. Well, I think all that ought to go into the rec- 
ord. I think we ought to have all that. 

Senator Youne. I inserted in our hearings an article from the 
Canadian Wheat Pool Budget publication a few days ago which was 
very interesting. This article gave the cost to the French Government 
of subsidizing exports of wheat. It also indicated the support price 
of wheat in France is $2.60 a bushel. ’ 
_ Mr. Wearuerrorp. That is right. I would be happy to secure that 
information for you, Senator, if you would like it. 
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One final paragraph, Senator. 

The committee was not unanimous; however, an overwhelming 
majority agreed that the United States Department of Agriculture 
be encouraged to construct and maintain wheat and/or flour-storage 
facilities in foreign deficit areas provided the program can be inte- 
grated with a sound overall foreign-trade program. Many countries 
are subsidizing high-cost food-grain production in order that they may 
be as nearly self-sufficient as possible in the event of war and coastal 
blockade. The result has been an uneconomic use of their production 
resources and levels of living lower than they might otherwise be. 
Stockpiling food in these areas would seem to be fully as logical as 
the stockpiling of munitions and armaments, and the building of air- 
bases. 

Senator Eastnanp. How much wheat was set aside last year? ‘ 

Mr. Henpricxson. Four hundred million bushels. 

Mr. Wearuerrorp. I think it was 400 to 500 million bushels. 

Senator Easttanp. A minimum of 400 and a maximum of 500 mil- 
lion ¢ 

Mr. Henprickson. I think we could have set the minimum lower 
perhaps, but it was set at 400 million and it would require congres- 
sional authority to go to 500 million at this time. 

Senator Easrianp. Senator Young ? 

Senater Youne. I have no further questions. 

Senator Easttanp. Thank you,sir. That wasa very fine statement. 

Mr. Wearnerrorp. Thank you, gentlemen. I appreciate the op- 
portunity to appear before your committee. 

Senator Easttanp. Mr. Camp. 


STATEMENT OF ARCHIE M. CAMP, PRESIDENT, NORTH PACIFIC 
GRAIN GROWERS, INC., SPOKANE, WASH. 


Mr. Camp. My name is Archie M. Camp, and I moyoen to be presi- 


alent of the North Pacific Grain Growers, Inc., and I come from the 
Pacific Northwest. I have a little farm in the largest wheat-produc- 
ing county in the United States. 

I am happy to be here; but I am somewhat demoralized because | 
had an unusual experience coming over on the plane. It fell, they 
said, about 2,000 feet in the air and left me somewhat crippled and 
I was shaken up quite a bit. I wrote out a little bit here yesterday, 
but not much. 

I would like to say that this is a marketing association with 14,000 
affiliated farmers located in the grain-producing districts of Idaho, 
Oregon, and Washington. We work with the National Federation of 
Grain Cooperatives on a national basis as much as we can to make 
recommendations that we think are wholesome. 

Senator Youne. Are you a member of the Washington State ASC 
‘Committee ? 

Mr. Came. Iam now. 

Senator Youne. I thought you were. 

Mr. Camp. I have worked with the farm program ever since it 
started, in one way or another, to assist in whatever way I could. I 
am not much of a politician because the Democrats appointed me in 
1934 to administer the program and now I am on the State committee 
“again. 





DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 467 


Senator Youne. I think you are a good politician. 

Mr. Camp. Well, I have a brief recommendation to make. I know 
that we have had a lot of meetings and a lot of advisory committee 
meetings. Inasmuch as we are a marketing association we try to 
find a market for what we have. Now, when it comes to debating on 
what we should grow, of course that opens up quite a field. This is 
an area out there of abundant production where our surplus has been 
increasing from year to year. When we refer to the Pacific North- 
west, we mean the wheat-producing areas of eastern Washington, 
Oregon, and northern Idaho. We are happy to note that the Depart- 
ment of Agriculture and our Representatives in the Congress are 
working hard to handle our surplus wheat through several channels. 

First, the sale of surplus wheat for foreign currencies, which has 
been made possible by the passage of Public Law 480. I was very 
glad to see that passed. We are glad to know that there are two pro- 
visions in this law which are very appropriate: (a) Title I, which 
allows importing nations to purchase United States surplus commodi- 
ties with their local currency ; and (>) it provides for using local cur- 
rency for developing new markets for United States agricultural com- 
modities on a mutually benefiting basis. 

That is a two-way street, and we recognize it in trading. 

Senator Eastianp. I am glad to know now that under Public Law 
480 they are using it to develop new markets. 

Mr. Cae: Well, we need that. 

Senator Easritanp. Of course we need that, yes, sir. I do not think 
we have Deen doing it that way. 

Mr. Camp. Not as much as we should. 

The Pacific Northwest is in a little different position from the rest 
of the Nation because of its distance from large population centers 
and also because of high freight rates. That has been a great handicap 
in shipping wheat through the United States. The last figures that 
I saw on shipping wheat eastward, it took over 82 cents to New York 
per bushel, over 62 to Chicago, and over 52 to Kansas City. 

Senator Young. Water rates or is that rail? Can you ship by water 
cheaper than. rail? 

Mr. Camp. Well, it might. be; I do not know about that too much, 
but that is our railroad freight rate. 

We need to export about 75 percent of the wheat produced in our 
area, it seems, because we are unable to use it at home. We are blessed 
with abundance. 

Many trips have been made into foreign countries to survey the 
possibility of the development of the a program, and these 
marketing specialists have returned with the report that there is a 
large potential market abroad if we can meet the trade conditions. 
This, of course, means that we must be able to so price our commodi- 
ties to compete with our competitors and to accept, as far as possible, 
from our foreign customers in payment of their purchases whatever 
they are most able to use as they trade with us. 

Senator Easttanp. You do not believe in the tariff ? 

Mr. Came. Well, I believe in adjustments. We often wonder in 
the Pacific Northwest if the rest of the country here and the people 
whe. represent the other parts of the country quite understand our. 
condition out there. Just to give you an example, in 1952 we had a 
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surplus of 7 million bushels of wheat to July 1, 1952, and in 1955 it 
was estimated that we will have a carryover of 119 million bushels 
to July 1. Now, that is really piling it up. We have 30 million 
bushels in the mothball fleet resting in the harbor, and if we load 
another 100 or 150 ships we will have just about 50 million bushels 
in the harbor. We wonder what the future has in store for us. With 
two-thirds of the population of the world hungry and we are abun- 
dantly producing 

Senator Eastianp. I agree with you. 

Mr. Camp. We talk about research. Yes; research is fine, but the 
big problem is marketing right now. Of course, we in the Pacific 
Northwest are in a splendid position to supply grain for export to 
the Far East. 

I just mentioned about how our surplus has been increasing. In 
addition to the 119 million bushels, next July 1 we will have about 
31 million bushels of barley, 5 million bushels of oats, which will 
total a little better than 150 million bushels. 

Senator Eastianp. Five million bushels of oats in 1955? 

Mr. Camp. Yes, sir. 

Senator Eastianp. We have 10 counties in Mississippi that have 
14 million bushels of oats in storage. July 15th of this year it will be 
double that. 

Senator Youne. Does any of your barley sell for malting purposes? 

Mr. Came. Some, but not very much. 

Senator Younes. Do your breweries import most of their barley 
from Canada ? 

Mr. Camp. I do not know just what the percentage is, but we do 
grow a little malt barley in our area, but in general it is feed barley. 

Senator Youna. And the price support for feed barley is exactly 
the same as for malting barley ? 

Mr. Camp. Yes. 

Senator Youn«e. There is no incentive for a farmer to produce 
malting barley? =» 

Mr. Camp. That is right. I think that the farmers and all of us 
should work harder to produce what the market will take, but when 
you get into that there are certain sections of our country that cannot 
raise anything but ordinary wheat, generally speaking, on account of 
weather and production and soil, and so forth. They raise a higher 
type of wheat in the drier sections. 

Senator Youne. What is your price support for oats this year? 

Mr. Camp. Price support for oats this year is about the same as 
last year. 

Senator Youne. Was that down? 

Mr. Wearuerrorp. I do not know. 

Mr. Camp. We do not have very much oats. Oats is a very smal! 
crop with us. 

ae Easttanp. Barley and oats both would be reduced from 
85 to 15% 

Mr. Camp. That is right. 

Senator Youne. Senator Eastland, I think your oats carries about 
a eee support than ours in North Dakota. 

Senator Eastianp. It was 94 cents last year and it is 76 cents this 
year. 
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Mr. Camp. Our wheat will be down this year. 

Senator Youne. Next year the minimum support will be down some 

18 cents more and then about 12 cents as a result of the transitional 
varity. 
Senator Scnorrren. Suppose we get good climatic conditions and 
throw another 900 million bushels of wheat into this present picture, 
with your big carryover in the Northwest, what are we going to 
do with it? 

Mr. Camp. Well, that is a good question. That is what a lot of 
people have been wondering, Senator. There ought to be a way of 
working off some of it in distressed areas or selling it to foreign 
countries on a long-time Eamne plan. 

Senator Scuorrren. Are you for the two-price system? Do you 
think that has some merit? 

Mr. Camp. Ido. We have talked that out there quite often. We 
would like to see it tried. 

Senator Scoorpren. That is the point I was going to make. How 
long can the farmers in your section of the country continue with that 
readjustment period, as far as time is concerned ? 

Mr. Camp. Some of them feel it when it comes to the lowering. 
When the first regulation came out that prevented their seeding any- 
thing on the diverted acreage in wheat, that was a very stringent 
regulation to take all in 1 year. 

Senator ScHorpren. Of course, that has been changed, and that was 
a good, logical change. 

Mr. Came. Well, we recommended they go 50 percent out there, 
but maybe we were wrong. 

Senator Youne. If the farmers disapprove next year’s wheat quotas 
there will be a lot of cheap wheat on the market. 

Mr. Camp. There probably will. 

Senator Youne. I know the vote in my area is going to be less 
favorable than it was a year ago, and if it had not been for that 
tremendously heavy vote in favor of quotas in that particular area, 
quotas could well have been disapproved. 

Mr. Camp. Well, there is a misunderstanding among the people, 
and of course among some farmers, about what would be the result, 
and last year they did not know just exactly what the outcome would 
be after they did vote. With the regulations and all they did not 
have the entire picture. 

Senator Easrianp. If there were a reasonable alternative, that is, 
with a lower support price and increased acreage, do you think it 
would be carried through the country ? 

Mr. Camp. Yes; I do. 

Senator Youne. You had a pretty heavy vote last year, did you not? 

Mr. Camp. Yes, sir; I think it was 82 percent. 

Senator Youne. In Washington? 

Mr. Camp. Yes, sir. 

Senator Youne. Was it very high in Oregon also? 

Mr. Camp. It was right up close to that. 

Senator Youne. And the total vote I think in the United States 
was 77 percent. 

Mr. Camp. Seventy-seven and two-thirds percent. 
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Senator Youne. As against what percent the year before? 

Mr. Camp. I believe it had run into the 80 percent mark. 

Mr. WearHerrorp. Over 80 percent. 

Senator Young. The high 80’s I think. 

Mr. Camv. Yes. You see, the State of Washington has come along 
in production. Last year we | pot pas 72,444,000 bushels of wheat in 
the State of Washington, and the year before a little better than 84 
million, so we know how to produce the wheat but we do not know 
where to go with it. ‘at 

Senator Young. I think you are peorene quality wheat, but in 
North Dakota our yields of spring wheat have been down =ss badly 
because of rust infestation. Our experiment stations are developing 
many new varieties of wheat that will both yield and withstand the 
rust. I suppose the time will come—I hope it will not, but I am afraid 
it will—if price supports are not established on the basis of quality, 
our farmers will be producing a poorer quality wheat. Why not? 
Under the present program there is no incentive or little incentive to 
produce the better qualities. 

Mr. Camp. That is right: I am a sidewalk farmer now, my boy is 
on the farm, but when I was on the farm we brought in wheat from 
Montana. We got a better price per bushel for it. But now it does 
not make such a difference. 

Senator Youne. And there is a demand for that type of wheat. 

Mr. Camp. Yes. 

Senator ScnHorrreL. What is your experience in your area on this 
reduced wheat acreage as far as the farmers going out of wheat pro- 
duction is concerned, or leaving the farm? Has that shown up yet? 

Mr. Camp. No, it has not. The man that has made reductions in 
wheat has fertilized the ground that he seeds wheat on and gone ahead 
and produced. 

Senator Scnorrret. In other words, he cut the acres under the pro- 

ram which they voted, and then he had more fertilized land, used 
tter farming practices, and he raised as much if not a little bit more? 

Mr. Camp. That is right. 

Senator Scuorrren. Now, let us say they took another 10 percent 
cut in acreage. What would that do in your area? 

Mr. Camp. It would depend somewhat on what they could do on 
that acreage. 

Senator Eastuanp. Well, what could they do on that acreage? 

Mr. Camp. In some sections they could do more than in others, but 
if they cannot seed grain, then it would reduce their income so much 
that there would be, in some counties the farmers would not vote for 
it and they would seed it from fence to fence, and they would take 
the results. 

Senator Easrianp. I think we are going to see the time in the very 
near future in which prices of other small grains are going to be so 
— that the only income from them is going to be to them to 
cattle, 

Senator Youne. Senator Eastland, you never said anything truer. 
Feed grains, in my State for example, now are very cheap. Cash oats 
run from 48 to probably 55 cents. Feed barley is cheap. One of the 
best alternatives for our farmers now is to feed cattle and And 
I think we can feed more cheaply, more effectively, than they can 
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in some of the older feeding areas today because we have these cheap 
teeds. The future outlook pricewise is not good for feed grains. 

Mr. Camp. Well, Senator Young, I can tell you that at home we 
have not sold a bushel of barley or put a bushel under loan for feeding 
cattle, and we do not feed enough stock in our Pacific Northwest. 
From ‘the last report I saw we bring in 80 percent of the pork that 
is used. 

Senator Youne. We are shipping hogs from North Dakota to the 
west coast now in greater volume, and of course if you can feed those 
cattle cheaper than they can in Iowa with your cheap feed grain, 
even if the price goes down you will probably stay in business as long 
as they will. 

Medi Well, there is a lot of concern among the farmers, and 
bankers and businessmen to know what the result will be because they 
know the farmers cannot pay $12,000 and $13,000 for combines and 
caterpillars and sell their wheat at much less. In fact, I attended 
a banker’s meeting the other day of all eastern Washington bankers 
and one of the bankers said to me, “Archie, if wheat goes down to a 
dollar and six bits a bushel there will be about 75 percent of loans 
that I have made that I will have to terminate.” 

Senator Younes. I got a letter from one of my boys on the farm this 
week and he said that a plowshare last October cost $8.35 and the 
same plowshare is now selling for a little over $12. You would think 
that industry would be reducing prices a little now. 

Mr. Camp. Well, I don’t think, gentlemen, that Congressman Hope 


ever made a truer statement than he made in his address to the Na- 
tional Grange in the city of Spokane when he said that the people 


need to know the truth and that the agricultural people of our land 
were not well organized when it comes to putting out the right kind 
of information so that the people would understand their relationships 
with other segments of our economy. 

We in the Pacific Northwest are anxious to assist in any way we 
can to help develop the marketing of our surplus commodities and we 
congratulate those who are working in the Congress and in the Depart- 
ment of Agriculture for the development of the marketing of our 
surplus agricultural commodities. 

It seems to me it is not only ve rofitable for us to move our 
surplus commodities in trade aa ut also it is so important for 
the development of international trade relations enabling the for- 
eign countries to barter with us for food, of which we have a surplus, 
and in the development of these international relationships, will of 
course, prove very profitable in the face of communistic endeavor. 
> — you realize the importance of developing trade at home and 
abroad. 

We, in the Pacific Northwest, feel if it is possible for the Department 
of Agriculture to move some of our surplus wheat in feed channels, it 
would assist us greatly. As you doubtless know, a large percentage 
S on wheat is known as soft white wheat which makes very fine 

eed, 

At.a recent meeting of the board of directors of the North Pacific 
Grain Growers Association they voted unanimously that 1 recom- 
re that our wheat, if possible, be moved through these feed chan- _ 
nels, 
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I thank you for the opportunity of speaking here today and wish 
to state we stand ready to assist in any way possible. 

Senator ScnHorrreLr. Would you be willing to at least suggest, 
or do you believe that we could throw between 2 million and 300 mil- 
lion bushels of this stored wheat at the present time into the free 
market, if adjustments could be made with the Department to do it 
this next year or year and a half? Would you be willing to suggest 
that or to gamble on that? 

Mr. Camp. Well I would like to see a certain percentage of it go into 
the field. 

Senator Scnorrpret. Well, if we raise 900 million bushels of wheat 
this year, with the surplus we have left over, you are not going to 
make very much of a dent unless something like that is done, because, 
honestly, I cannot see advancing into the foreign market millions of 
bushels unless we push vigorously the next 2 years. And it is not the 
will of some of our agencies representing the executive departments 
abroad to do too much. They are kind of sensitive about hurting the 
feelings of Johnny Bull and some of these other countries. 

Mr. Camp. You have never made a truer statement, Senator, be- 
cause I noticed that when I was in Singapore working my way in to 
the cold-storage plant, where I saw that the flour that they were re- 
ceiving from Australia was of such a poor quality that they had to 
run it through dressors before they could use it. And the United 
States was spending $200 million for tin and rubber while they wanted 
some of our better flour but Great Britain said “We need your dol- 
lars” and Uncle Sam said “Here they are.” And when it comes to 
competition with other countries, it seems to me—now it is, of course, 
easy to criticize—that it is all right for Canada to underbid us, but if 
we underbid Canada that is different. 

Senator Youne. Yes; we import 100 to 150 million bushels of grain 
when we have surplus grain; it doesn’t make sense. Why do we im- 
port something we don’t need? 

Senator Scuorrrg. I have just this general feeling of this situation, 
that we are going to have to come to the realization of the fact that 
we have a problem on surpluses. We have a problem on price fixing. 
We have a problem on meeting the world price as a result of our sup- 
port prices and unless the agricultural people of this country, of 
whom I classify myself as one, realize that we are going to have to 
face a drastic period in the next 2 or 3 years on these surpluses and 
move out into these domestic markets on the feed side of the thing, or 
more aggressively on the export side, we are not going to make the 
dent. in this surplus picture that we have to with the new types of 
production-fertilization, better farming practices, and a desire by 
those people who are on the farms to perpetuate themselves and keep 
themselves there because that is all they know. That is their liveli- 
hood; they have an attachment to it. So how far are we in the agri- 
cultural industry willing to go for the next 2 years to meet this prob- 
lem and make some sacrifices and work these surpluses off ? 

The cotton people are in the same fix but they can store cotton 
Jonger than we can store wheat. ar os same thing. Rice peo- 
ple are troubled over the same situation. Everybody is clamoring for 
the foreign markets, and these foreign countries don’t want us to 
tip over their applecart. And a lot of sections of the world don’t 
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know what to do with our flour which we mill over here and send 
over. They want to miil theirown. They want us to give it to them, 
of course. It is not a very bright outlook. We might just as well 
face up to the facts of this situation. I don’t see how we can hold these 
up on high support prices and have a realistic approach to getting 
rid of these surpluses. It can tip over from being too topheavy. 
And yet, I am fully aware that when we go into the market and buy a 
tractor, a trunk, gasoline, oil, steel; well, Mr. Reuther and company 
have something to say about what those prices are because of the wage 
structure and other production costs. 

Mr. Camp. Before we had a support price, your father could go in 
and ask, “What will you give me for my wheat?” but nowadays they 
tell you what it is worth. 

Senator Scuorpre.. I sat on the Banking and Sp oe Committee 
right here in the Senate Office Building and I heard the heads of two 
big labor organizations come in there, wanting to crucify the farmers 
of this country when they were getting high prices for beef, and 
wheat support prices, and a lot of those things because they wanted 
cheap food. They wanted to roll back cattle prices, you remember. 
They didn’t realize the shoe was on the other foot on part of the 
farmers, and now we are up against a proposition and their economy 
for the moment seems to be pretty well taken care of. 

Those are readjustments that have to be made in here. We here in 
the Congress are called upon to go and stand on this floor in commit- 
tees like this and bring out legislation that overnight can bring the 
right answer. It is a pretty tough proposition. That is why we are 
having some of you men in here, to give us firsthand information 
on what you think about it, because you are up against the same tough 
proposition, as officials of your organization. You are living with it 
and we are living with something up here that is going to affect you 
when we go off base with some type of legislation. There is always 
that lag in the administration of it and it makes us kind of wonder 
about a lot of these things. But I can’t see for the life of me how 
we are going to get results unless we gear ourselves to about 2 years 
of drastic sacrifice. 

Mr. Camp. We are willing to make our share of sacrifices. I came 
from Kansas. I have relatives in Anthony, Kans., and 

Senator Scnorrre:: And that is very good country down there. 

Mr. Camp. But we do have a tremendous problem, and that is why 
we make just what we think are constructive recommendations. We 
will try to do what we can in helping you work this out. You study 
it all the time. You hear reports from all over the country. But we 
are so far from the Capital that we think our voice sometimes dies 
away to a whisper before it reaches you folks on account of the din 
that is raised from the Corn and Cotton Belt. 

Senator Eastianp. Well, you ought to holler a little louder. 

Mr. Camp. Well, we would like to see the two-price system. [If it 
comes in we will do our best to work with it, with the two-price system. 
Now with ‘all of the surpluses we have accumulated it will be some- 
thing to handle, of course. We have got to move this wheat. Just 
think of what we have out there. I wish you could see the picture 
out there, with over 50 million on ships, with another good crop coming 
up, and our facilities all full. Then, where are we going* We don't 
want a war or a drought to relieve the situation. 

60149—55—pt. 213 
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Senator EastLanp. What percentage has your wheat acreage been 
reduced ? 

Mr. Camp. The total percent ¢ 

Senator Easr.anp, Just what percentage on your farm. 

Mr. Camp. A little better than a third. 

Senator Easrianp. A little better than a third. What percentage 
is your cost of production now / 

Mr. Camp. What percentage is the cost of production down? [ 
can’t say that it has gone down because, you see, we have to handle 
the land that is out of production and——— 

Senator Easrtanp. And you handle it usually at a loss? 

Mr. Came. That is right. 

Senator Easrianp. | think that is pretty true in the cotton indus- 
try, and I know that cotton acreage has been cut around 40 percent 
and it takes just as many dollars to operate a cotton farm as it did 
before. 

Senator Youne. You save some, of course. You save your seed. 

Mr. Camp. Well you save your seed, but, say, you have to change 
your machinery for barley and you have less per acre in barley. And 
you know, Senators, that in 1954 the net income of agriculture of the 
United States was down 14 percent from 1951. 

Senator EastLanp. What we have here is that this country is the 
only country that is reducing acreage. Now, while we have cut those 
acreages drastically, there has been no percentage cut in the cost of 
production. 

Mr. Camp. That is right. Our repairs on combines have gone up 
three times as much as they used to be in cost. And I was out with my 
boy one morning and started the combine, and that combine with 3 
trucks and a caterpillar and the pickup and what do you have—around 
$40,000 right there. 

Senator Youne. The Nation certainly is facing a tremendous prob- 
lem in farm prices. Difficult as the farm price-support programs 
are and with all the undesirable features of any of cian, we better 
keep them to stabilize farm prices, we are going to be in for serious eco- 
nomic problems if we fail to stabilize farm prices. I see no other 
alternative. If history means anything, we had better be doing some- 
thing about farm income and purchasing power. 

Senator Easrtanp. The 90-percent price is not the entire program. 

Senator Young. That is correct. 

Senator EastLanp. You must have markets because, after all, your 
»rice over the long run is going to be governed by what markets you 
ey 

Mr. Camp. That is true. 

Senator Easruanp. I think the principal thing is to do what we can 
to expand these markets. 

Mr. Camp. Well, that is pretty hard to do if you have a State De- 
partment that tells you that you can’t export to this country or that 
country or some other country until you get the permission of them. 

Senator Easrianp. Well, that is correct. 

Mr. Camp. I thought maybe that if 10re authority were given to 
the Department of Agriculture you can move a little faster. 

Senator Easrianp. I doubt that. 
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Mr. Camp. You doubt it? Well there are just only 2 or 3 points 
in foreign trade—the price and quality and delivery. 

Senator Eastianp. And ability to buy. 

Mr. Camp. Well, and talking from them whatever they can export 
or trade inexchange. ‘Trade isa two-way street. 

Seniitor Easttanp. Well you are talking my language now. 

Mr. Camp. I know one time there was a big shipment of gloves 
came in from Japan. Of course, the glove manufacturers here com- 
plained about that, But it is a big problem, and I hope that we 
can work out something. 

Senator Eastnanp. Well, just as a foreign country earns its dollars, 
there is just one place those dollars can be spent and that is in the 
United States. 

Senator Youne. And there aren’t any agricultural commodities 
they need large amounts of. In fact, our exports of agricultural 
eominodities have decreased in the last 3 years and our exports of 
other goods have greatly increased. They aren’t using these United 
States dollars they are earning to buy increased amounts of agricul- 
tural commodities. 

Senator Eastianp. I think that in the Reciprocal Trade Program 
the emphasis has been to promote the sale of industrial goods. I think 
the agreements that have been negotiated had that in mind rather than 
to expand agricultural markets. 

Senator Youna. Naturally it would be that way, since there isn’t 
a single representative on the Tariff Commission who comes from agri- 
culture who has agricultural background. 

Mr. Camp. Well, Senators, I would be unfair if I didn’t tell you 
that at a recent meeting of the North Pacific Grain Growers Associa- 
tion, they couldn’t see any out for us out there in the near future unless 
some of this wheat that we have out there piling up, soft white wheat, 
if much of it couldn’t be used in the feed channels to move as soon as 
possible. We couldn't see anything else in the immediate future that 
could help us much, because we are on the spot. 

Senator Young. We have sizable imports of oats and barley. If 
we curtailed imports the Canadians probably would have to reduce 
their acreage a little bit too. 

Mr. Camp. We might possibly have a dry winter and we might 
not have a very good crop next winter, and maybe that will help the 
problem a bit. 

Senator Youne. That doesn’t increase farm purchasing power 
though. 

Senator Easttanp. Do your farmers use any nitrates? 

Mr. Camp. Yes, sir. I just use a limited amount. Some farmers 
will use the fertilizer 2 or 3 times in 1 crop. 

Senator EastLanp. How many units of nitrogen do they use? 

Mr. Camp. That varies quite a bit. It costs 8 or 10 dollars an 
acre for fertilizer the way they fertilize it 3 times. That is going 
some, isn’t it? 

Senator Eastianp. Well that is about 40 units of nitrogen. Do you 
use that much ? 

Mr. Camp. No, sir. 

Senator Youne. We in North Dakota are using quite a lot of phos- 
phates now. 
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Senator EastLanp. The thing about too much nitrogen on the grain 
is that it causes it to grow so high that it would fall over. 

Mr. Camp. Well, you Senators have made a long study of this. 
What do you think we should work for out there? 

Senator Younc. We are doing our best to find the answers. It isn’t 
always what this committee wants to do. Part of our problem is to 
sell the rest of Congress and rest of the Nation on programs we believe 
to be justified. 

Mr. Came. Well we appreciate way out there in the Pacific North- 
west the work that you are doing, and we will do everything we 
can to assist you. Now I shouldn’t take any more of your time. 

Senator Easritanp. You are looking at two wheat leaders in the 
Senate right now, Senator Young and Senator Schoe 

Mr. Camp. But don’t forget when you get up oni 
wheatgrower to look a little farther west. 

Senator Eastianp. I don’t think either one of those gentlemen has 
any section in mind. I think that is beyond both of them. 

Mr. Camp. Yes, sir. That is fine. 

Senator East.anp. Senator Young, have you any questions? 

Senator Youne. I haven’t except to say I don’t know of a single in- 
stance when I haven’t looked at all of the problems of agriculture. | 
worked with the cotton boys. I am one who believes that farmers are 
going to sink or swim together. 

Mr. Campr. Well I am glad that men like you Senators have been 
in there a long time and you know what you are doing, and you are 
conscientious and hard workers. We appreciate your contributions 
very much. 

Senator EastLanp. Senator Schoeppel, do you have any questions? 

Senator Scnorrret. I have no further questions, thank you. 

Mr. Chairman, I want to say, and I want to say to you, sir, for- 
tunately today some of our Kansas wheat farmers are here attending 
the meeting in Washington. I announced their names a while ago. 
I noticed that George Fox, of Allen County, came in; Walter Wake- 
man, of Doniphan County ; and Roy Neher, of Labette County. That 
is down in the southeast end. Also Bob Leonard, from up in Clay 
Center, and Frank Bernasek Holton and Kay Bates, of Sumner 
County. These fellows are all from producing areas in my State. 
‘one little farther east in they get down in the soybeans and things 
ike that. 

Mr. Camp. Senator Schoeppel, it is good to have them here. We 
like to commiserate with them. 

Senator Eastianp. Mr. William F. Brooks is the next witness. 

Mr. Brooks. Mr. Chairman, I have a statement. I didn’t have 
a chance to get the thing typed, so I will just state it here. 

Senator Eastianp. All right. Will you please identify yourself. 


STATEMENT OF WILLIAM F. BROOKS, EXECUTIVE SECRETARY, 
NATIONAL GRAIN TRADE COUNCIL 


Mr. Brooks. I am William F. Brooks, executive secretary of the 
National Grain Trade Council. We have offices in the Folger Build- 
ing, and for the record there is a list of our members here. : 

(A list of the membership of the above-named council is on file with 
the subcommittee. ) 


pel. 
speak for the 
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Mr. Brooxs. We would like to review for this subcommittee the 
grain trade’s participation in grain-export activity. We again advise 
vou of the trade’s continuing efforts to increase grain exports. We 
point out some of the continumg and relatively recent impediments to 
maintain increasing exports. 

Grain stocks owned by or under loan to Commodity Credit Cor- 
poration are large. These and other stocks, particularly wheat stocks, 
loeated-in North America are well in excess of probable domestic and 
export requirements. The handling and management of them are 
problems which are not susceptible of easy solution. They are prob- 
ably not susceptible of immediate solution. To attempt to give them 
away on a broad scale or attempt to sell them at distressed prices in 
either domestic or international trade may offer an apparent solution. 
These solutions, however, are only apparent, not real, and in the long 
run may be harmful, not beneficial. 

This subcommittee and the Congress recognize, we feel sure, that 
international trade in bulk commodities is not an easy business. To 
participate in this international trade requires skill, initiative, judg- 
ment, and courage. Considerable capital, the availability of a world- 
wide sales organization capable of moving and adapting quickly as 
opportunities arise or may be developed, and broad experience are 
necessary for continued attempts to participate in this trade. 

Basic to these requisites is the integrity of domestic exporters on 
whom foreign importers are willing to rely for the delivery of com- 
modities. 

During World War ITI and for several years thereafter, Commodity 
Credit Corporation was the sole exporter of United States grains. 
In 1949 this near-Government monopoly began to be relaxed. Private 
United States ox firms began to resume international trade in 
ae This trade they carried on first in coarse grains and then in 

read grains. This trade was conducted in wheat and other grains 
within and without the International Wheat Agreement and within 
and without foreign relief programs and Government-sponsored ex- 
port ae aa 
In May 1953 the National Grain Trade Council presented to this 
committee a statement on grain exports. Statistics submitted with 
that statement showed that for the years 1950, 1951, and 1952 export 
trade in grain constituted an important segment of our economy. 
These statistics covering Government and commercial grain exports, 
indicated that the dollar volume of grain exports for these years ex- 
ceeded the dollar volume of any other agricultural export. Statistics 
also indicated that commercial grain exporters during 1951 and 1952 
sold a sizable volume of grain on credit, on barter, and for foreign 
currency. 

Those sales preceded section 550 of the FOA Act and Public Law 
480. 

These transactions were aided by the healthy and cooperative atti- 
tude of those in government charged with the administration of export 
and foreign-aid programs. They welcomed and sought help from men 
and firms with commercial know-how. Men and firms with com- 
mercial know-how aided them, we believe. in carrying out their_re- . 
sponsibilities.. Sales under the TWA and ECA, MSA and FOA were 
conducted on a competitive basis. On a competitive basis additional 
sales were made and new outlets probably obtained. 
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For a variety of reasons, in late 1952 and 1953 foreign demand began 
to fall off. New means were sought to increase or at least continue 
exports. Congress adopted a suggestion in which the National Grain 
Trade Council participated in sponsoring, This became section 550 
of the Foreign Operations Act, and under this program between July 
1, 1953, and June 30, 1954, sizable quantities of wheat and other grains 
were exported. These quantites were in addition to usual export mar- 
ketings, were in furtherance of the development. of new exports mar- 
kets, and were accomplished without interfering with the usual mar- 
ketings of friendly foreign nations. 

For fiscal 1955, under section 402 of the Foreign Operations Act, 
grains in surplus supply continue to move to a number of countries, 
Already allocated are funds for this purpose for close to a million tons 
of wheat and about 50,000 tons of coarse grain. 

Under Public Law 480 funds have been allocated for the purchase 
for local currency of grain by Yugoslavia, Turkey, and Germany. 
Agreements with other countries are being negotiated. We under- 
stand that among the commodities to be moved under those agreements 
will be a sizable amount of grain. 

The export grain trade particularly, and the grain trade generally, 
wish to recognize the constructive efforts of those Government people 
who have strived to develop export programs for grains. To be suc- 
cessful, these programs must provide realistic pricing methods so that 
market conditions can be anticipated and met as they develop. They 
must be flexible so that private exporters may move grain where it is 
needed at prices willing buyers will pay. 

We believe that, with some exceptions, specific export programs have 
accomplish this. Trade experience indicates that, when rigid price 
requirements were imposed or inflexibility and limiting provisions of 
programs appeared, attempts to remedy these situations have been 
made by the Department of Agriculture when that Department had 
authority to act and by Congress when that Department did not ap- 
pear to have authority to act. 

In brief, the export programs referred to are the IWA program; 
the export program under GR 212, first announced in January. 1950; 
the export programs for non-IWA wheat, operative under GR 261 
since ember 4, 1953; the coarse grain export program under GR 
275 dating from May 21, 1954; and the grain export programs under 
Public Law 480 covered by GR 301 announced December 1954. 

We believe the grain-export programs must be subject to constant 
review. We feel that no program or method of operation can apply 
to all commodities. Each commodity’s export program must be de- 
termined on its own merit, having in mind the effect of each program 
on other commodities and the usual seasonal marketings by pro- 
ducers. Consequently it would séem wise to have no Government- 
sponsored export program for some crops during harvest. season. 
Some programs can best be conducted on a fixed export price basis 
with the price changing daily, weekly, or monthly. Others can more 
successfully be operated on a tender basis. 

The flexibility and adaptability of the progsents enumerated above 
seems to have worked for the period July-December 1954 and January 
1 through March 4, 1955, as confirmed by information contained in the 
March 11, 1955, the weekly Grain Market News and Statistical Report. 
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On page 5 of that report appear a number of tables. I will insert 
these on the record and would like to read them. 

The first table shows sales under the international wheat agreement. 
Total sales of wheat and wheat flour to date under this agreement for 
this year are 110,906,000 bushels: for a comparable per iod a year ago 
theve were 85,484,000. 

The second table is a table indicating the exports of what and wheat 
flour for major exporting countries with comparisons. For the July- 
December period of 1954, total exports of the United States were 
121,577,000 bushels, compared to a year ago of 108,477,000. Canada’s 
exports for a like period this year are 138,472,000 bushels as compared 
to exports of a year ago of 164,723,000. Argentina of this similar 
per iod are 62,49: 3. 000 bushels as compared to a year ago of 63,269,000. 
‘Australia’ s are 41,853 bushels as compared to 40,432 of a year ago. 

The table for wheat grain only indicates that the United States for 
January 1-March 5, 1955 exported 50,628,000 bushels as compared to 
25.275,000 a year ago. Canada, 32,197,000 as compared to 26,333,000 
a year ago. 

Senator YounG. Whiat is this for? 

Mr. Brooks. This is for the period January 1 to early March. 

Senator Youne. Wheat ? 

Mr. Brooks. This is wheat only—no flour. Flour, I am assuming, 
is in addition to this. The Argentine shows an increase this year for 
this period, the amount being 22,398, 000 against 15,900,000; Australia 
i6 million as against 8 million, 

I think it is fair to point out that there is a difference here of crop 
years, harvesting time. There is nothing to guarantee that the bal- 
ance of the year we will export anywhere at the level we exported be- 
fore. But, at least up to now it will indicate that we have held our 
own and surpassed the goal that we reached in a similar period a year 
before. 

Other grain exports show, as to other commodities for the July- 
December period of 1954, 961,000 as against a period a year ago of 

314,000. Barley, 18,149, 600 as against 10,289,000. For the period 
frei January I to March 4 of this year, oats 2,957,000 as against 1,000 
a yearago. No exports of barley for a like per iod a year ago whereas 
5.925 ,000 this year. No exports of rye a year ago whereas 1,087,000 
this year. 

Senator EastLanp. Let me ask you a question. What amendments 
does your organization favor to Public Law 480? 

Mr. Brooks. It is recorded with the comers and it is noted in 
the record that your amendment, I believe it is S. 752, was endorsed 
hy the National Grain Trade C ouncil. 

Senator Easttanp, What other amendments do you have? 

Mr. Brooks. That is not a matter which we have given too much 
thought to for this reason, sir. We have found considerable latitude 
within the regulations that might be promulgated under Public Law 
480, and except for the difficulties encountered on this buy-back re- 
quirement we feel that we can make adiustments within the regulation 
und we have found the Department of Agriculture receptive to sug- 
gestions. 

Senator East.anp. Have you found the State Department receptive . 
to suggestions ? 
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Mr. Brooks. Sir, we never get outside of the Department of 
Agriculture. 

Senator EastLanp. Well, in other words, you don’t know whether 
the State Department has hamstrung your program or not? 

Mr. Brooks. No, sir. The agreements are not negotiated without 
trade people consulted or represented. 

Senator Eastianp. Well there is a ceiling for this fiscal year which 
was put on at the instance of the State Dinnvcaniat, Now, is the 
grain organization satisfied with that ceiling? It is cut dowm The 
exports under the act are cut half in two. 

Mr. Brooks. I see. It is possible that more grain might be exported 
were that to be lifted. But I express no opinion. 

Senator EastLtanp. You see, there are going to be some amendments 
offered. In fact, there is going to be a bill to increase the limitation 
from $700 million to $1,500 million on products that can be exported 
under the act, and it is part of the responsibility of this subcommittee 
to see that agriculture is adequately protected in this new bill. Now 
if you have any ideas about the policies of the State Department, | 
would beth hen y like to have them. 

Mr. Brooks. i am not at this point familiar enough with the State 


Department’s operations in the grain field to comment. 

Senator Youne. How many bushels of rye and barley did you say 
we exported ¢ 

Mr. Brooks. According to the table, sir, from the period July 1953, 
there were a thousand bushels exported. This is July-December 1953. 

Senator Youne. One thousand bushels altogether ? 


Mr. Brooks. Yes, sir. Now the period July-December 1954, accord- 

ing to this table there was 1,068,000. 
enator Younec. Were those subsidized ? 

Mr. Brooks. Yes; I believe they were. 

Senator Youne. About how much a bushel did it cost us to subsidize 
exports? 

r. Brooks. I am not certain, sir. 

Senator Youne. Would you make a guess? 

Mr. Brooks. No, sir. I am in no position to do so. 

Senator Youne. Is this the same rye that we imported from 
Canada? 

Mr. Brooks. No, sir; I don’t believe so. 

Senator Eastianp. But when we import rye and we have a surplus 
ourselves and subsidize the exports, it amounts to about the same 
thing, doesn’t it ? 

Mr. Brooks. Well I don’t know, Senator. 

Senator Younc. May I put it this way. Do you know another 
nation in the world that permits almost unlimited imports of things 
such as oats and barley and rye and then turns right around and sub- 
sidizes the export of the same commodities? 

Mr. Brooks. No, sir; I don’t believe so. 

Senator Youna. I don’t think there is another nation in the world 
quite that stupid. 

Mr. Brooks. I believe I completed reading the statement of other 
grains for two periods. 

Now these figures to us tend to indicate that the export trade and 
officials in the Government are doing a fairly effective export job. 
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‘They tend to indicate that our grain export trade is trusted and relied 
on by foreigners. They also tend to raise a question as to the accuracy 
of reports that foreign buyers will not buy grain, particularly wheat 
and soybeans, shipped from the United States under our present grad- 
ing system. 

| did not read the soybean figures. Soybean figures for exports 
indicate that for the period July-December 1954 there was exported 
3.478.000 bushels as distinct from exports of 1,515,000 for a stmilar 
period in 1953. Excuse me, I read the wrong figures. The soybean 
fioure was 27,172,000 bushels for the period July-December 1954 as 
against 23,616,000 for the July-December period 1953. The period 
January 1-Marech 1954, 7,027,000; and for the similar period to 
March 1955, 9,010,000 bushels. 

These reports, and several have recently been released, do not help 
domestie exporters now to dispose of our grains in the world market. 
At a later date these reports may well impede attempts to move ad- 
ditional commodities. Ina buyers’ market, quality complaints should 
be recognized. They should be investigated. That is obvious. But 
the investigation should first mean a study and an analysis. 

Foreign buyers, generally Government agencies, are price buyers. 
To describe them as price and quality buyers as do some of these re- 
ports seems to us a contradiction in terms. These reports show that 
foreign governments exercising a buying monopoly buy on price, and 
users and processors of imported commodities purchased by Govern- 
ment agencies complain about the alleged quality deficiencies. And 
some people, without analysis of these complaints, blame the United 
States grain grades and the grain grading system as the cause of these 
complaints. 

The grain trade believes that under our system of grain grading, 
grain can be bought, sold, merchandised, and warehoused with buyers 
knowing with certainty what they are buying; with sellers knowing 
with certainty what they must deliver, and with holders of warehouse 
receipts and with those who accept them as loan collateral knowing 
what those receipts cover. Under our system people in all sections of 
the country can knowingly participate in the Haw of grain to market. 
And under our system it is possible year in and year out to move into 
consumption at home and abroad the maximum amount of each year’s 
grain production, We should remember that in the United States we 
produce winter wheat and spring wheat. 

Senator Youna. Before you go into that, did you read the hearings 
of the subcommittee, of this committee headed by Senator Thye, on 
the exports of wheat about 2 years ago in which the Bunge Corp. was 
involved and some other companies ? 

Mr. Brooks. I read the reports sometime ago, sir. 

Senator Youne. You read where the witnesses testified the grain 
people themselves testified, that these ships were slugged with poor 
quality wheat? 

Mr. Brooks. Well I recall reading in substance that a Mr. Thorn- 
ton, I believe, the superintendent or manager of the port elevator 
through which this moved, testified to that effect. I don’t recall the 
grain trade people testifying to that effect. 

Senator Youne. T think the Bunge Corp. and some other grain 
companies admitted they mixed Canadian wheat imported asa feed 
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wheat unfit for human consumption. You remembered where they 
admitted mixing that with topiUnited States wheat, don’t you? 

Mr. Brooxs. I read the committee’s report which indicated that it 
had been mixed. I don’t recall any specific testimony. 

Senator Youne. That might indicate that foreign | per meen aren’t 
always able to get the grade of wheat or grain they should, doesn’t it? 

Mr. Brooxs. Well, that is an interesting question, Senator. It so 
happens that the International Wheat Agreement was first, I guess, 
successfully initiated in 1949. It was renegotiated in 1953. During 
this period from 1949 to late 1953 there were a number of meetings 
of the Council, which meetings were attended by representatives of 
the United States Government. It wasn’t until a meeting of the 
Council in late 1953 that any foreign buyer complained to United 
States representatives as to the quality of wheat which they had re- 
ceived, either under the Agreement or outside the Agreement from 
the United States. 

Senator Youne. Does your organization have any recommendations 
as to how we might improve on our grading system for wheat ? 

Mr. Brooks. Later on in my statement I point out that immedi- 
ately upon the return of this delegation from the Wheat Council late 
in 1953, they came back and reported these complaints and a group 
of exporters at the exporters’ request met with them. They made 
four specific recommendations as to what might be done. would 
just as soon read them now for the record and point out which have 
so far been followed. 

Senator Youne. I would like to go into the recommendations of 
this subcommittee a bit since you represent the grain trade. The 
grain trade should correct some of their own failures. 

Mr. Brooks. Well now, Senator, let me point this out. I think I 
am familiar with this report. I would point out that the committee 
was concerned with activities at two port elevators that are publicly 
owned, publicly operated, and are not owned and operated by people 
in the grain trade, 

Senator Youne. Well, I think, if I recall correctly, that there were 
several indictments returned. Some grain companies had admitted 
guilt and had paid the penalty. Other trials are pending, aren’t they? 

Mr. Brooks, I think the indictments went about this way. Three 
milling companies and one grain company were indicted for improper 
collection of subsidy under the Wheat Agreement, the collection 
regarded as improper because they had received a subsidy for grain 
not all of which was produced in the United States. 

Senator Youne. Let me read you this. I didn’t intend to get. into 
this, but since you claim that our grain trade practices are so clean, 
I think I should read a little of this into the record. 

This is from Report No. 410, 83d Congress, Ist Session, Importation 
of Feed Wheat from Canada : 

The testimony produced by representatives of Compliance and Investigation 
Branch, PMA, Department of Agriculture, disclosed that Transit Grain Co., 
in 1950 and 1951, purchased over 1. million bushels of frost-damaged Canadian 
wheat from the Bunge Corp., and others, and shipped this wheat, in bond, to 
the Houston public grain elevator at Houston, Tex., and to the New Orleans 
public elevator at New Orleans, La. On the instructions of Julian Scott of 


Transit Grain, the elevator superintendent, William Fellrath at Houston and 
the elevator superintendent, C. J. Winters, of New Orleans, substituted a total 
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of 575,728 bushels of this damaged wheat for good domestic wheat belonging 
to other customers of the elevator, including the Commodity Credit Corp., by 
blending this wheat with domestic stocks being loaded out of the elevator for 


export. 

Now this is only a pore of that record. 

Mr. Brooks. Well, Senator Young, I would say this. Again I 
repeat. This has to do with publicly operated elevators, not operated 
by people in the grain trade. The people in the grain trade were not 
at al unhappy when the people indicated in the Jast transactions you 
describe were in fact indicted, did plead guilty, and paid, as I under- 
stand it, substantial fines. And I think there is one indictment still 
pending. I think it is accurate that these last people whom this report 
describes as implicated in that activity are no longer in the grain 
business. I believe that statement is correct. 

Senator, I wish I could go into this more thoroughly, and I think 
it should be done, but maybe we better do that at a later date. We had 
a witness yesterday from Chicago who testified concerning the grades 
in the Chicago market. He testified, as I recall, that foreign material 
was mixed into grades of oats and wheat and other commodities up 
to the full amount of tolerance. By doing so the grain people were 
able to make a considerable amount of money. 

“Well, sir, people in the grain storage business are in the merchan- 
dising business. And it is one of their chief functions, in addition 
to the function of storing grain, to attempt to move into consumption 
the maximum production of the grain production of this country each 
year. Now anybody who wants to go to a warehouse and buy grain 
of a given specification can do so. 

Senator Youne. Let me ask you this question. If I should take 
delivery of 10,000 bushels of wheat on an option in the Chicago Grain 
Exchange, wouldn’t that wheat carry the full tolerance of foreign 
material in it? 

Mr. Brooks. You would take delivery on that, as I understand it, on 
the basis of certain established and understood premiums and dis- 
counts. 

Senator Youne. But invariably, wouldn’t you have the full amount 
of tolerance of foreign material ? 

Mr. Brooks. I wouldn’t think so, sir. That might be the case, but 
I wouldn’t think so. 

‘ Senator Young. I think this committee should go into that some 
time. 

Mr. Brooxs. We should remember that in the United States we 
produce winter wheat and spring wheat; soft wheat, and hard wheat; 
red wheat and white wheat, and our production is accomplished under 
growing and harvesting conditions that vary from place to place 
and season to season and from year to year. This wide variety of 
wheat moves to market by truck or rail or barge in one of several 
possible directions for reasons of demand. It might have been raised 
in the Midwest or the Northwest and move east or west or south or 
north. Our transportation routes, unlike those of Canada, are not 
limited to an east-west movement, and unlike Canada our wheat here 
can be mixed or blended as part of a merchandising scheme which, in 
our opinion, means a greater return to producers and a larger con- 
sumption at home and abroad. 


\ 
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Senator Youne. Would you amplify that statement? How does 
the American producer profit by that kind of a scheme? 

Mr. Brocks. Well I think the experience indicates that the funda- 
mental considerations that go into our grading system, the factors that 
go into the grading system, are in there as the result of study and 
research either carried on by the Department of Agriculture or in 
conjunction with trade groups, groups of producers and the Depart- 
ment of Agriculture representatives. And these factors are set only 
after public hearings and after study. They are set with the object 
in view that each year there can be merchandised and moved into 
consumption fully according to the grades or according to such addi- 
tional specifications as, buyers may wish to make, a maximum amount 
of our production. The theory of the grading system has this theory 
built in it. 

Senator Youne. Well now, let me ask you this question. If I sold 
wheat, and I have sold a great deal of it in my time, if I have 2 percent 
dockage in it I get docked for it, don’t I? 

Mr. Brooks. I expect you do. 

Senator Youne. If a miller or any other purchaser of that wheat 
accepts delivery on options, the No, 1 wheat in the Chicago market 
would contain 2 percent foreign material—2 percent dockage? 

Mr. Brooks. He might get No. 1 on delivery 

Senator Youne. But there can be 2 percent foreign material. 

Mr. Brooxs. That depends on what grade he receives. 

Senator Youne. But the farmer, if he has 2 percent in there, is 
docked for it? 

Mr. Brooks. Yes, but the Chicago Board of Trade has established 
premiums and discounts, and if the dockage requires a discount he 
gets the discount just as the farmer. 

Senator Youne. Isn’t it true that No. 1 wheat delivered on option 
in the Chicago Grain Exchange has a tolerance of 2 percent? 

Mr. Brooxs. Whatever the grade for No. 1 provides it would be so 
permitted. 

Senator Younes. That is true? 

Mr. Brooxs. Well, sir, I will take your word for it. 

Senator Youne. And if the farmer delivers wheat with no dockage 
in or grain handler can put in 2 percent and profit to that extent, 
ean het 

Mr. Brooks. Well, I would question whether he profits to any great 
extent by that. I would suggest to you, sir, that in buying from 
farmers it could well be that he buys stuff on a No. 1 grade no dockage 
in which in fact there is some dockage. 

Senator Youne. I think the farmers often ship wheat that grades 
no dockage or should grade no dockage, but when a miller or someone 
else, takes delivery of No. 1 wheat or the best grade of wheat on the 
Chicago option there is a tolerance of 2 percent dockage. 

Mr. Brooks. Well I am not familiar with the rules of the Chicago 
Board of Trade. And I would suspect that a grade lower than No. 1 
is a deliverable grade, and on that basis I would believe that if he 
got delivery of No. 1 he would have to pay a premium for it and 
would be willing to. 

Senator Young. I don’t think we had better go into this further 
now. 
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Mr. Brooks. I am not an expert by any means on that. wah 

Our transportation routes, unlike those of Canada, are not limited 
to an east-west movement, and unlike Canada our wheat here can be 
mixed or blended as part of a merchandising scheme which, in our 
opinion, means a greater return to producers and a large consumption 
at home and abroad. 

Senator Youne. Can I disagree with you honestly. 

Mr. Brooks. Yes, sir. I am glad you can. 

We believe that attempts should be made to improve our grading 
system. - We believe the system should not be unjustly criticized. 
We suggest that improvement requires study, lest to cure an apparent 
defect irreparable harm result from hasty action. 

It was for this reason that in early November 1953, aware of reports 
of complaints from foreign buyers, and with a desire to improve the 
grading system, representatives of the North American Export Grain 
Association recommended four courses of action to the Department of 
Agriculture. These are as follows: 

1. As an academic proposition samples should be drawn of United 
States grain on arrival in Europe and returned to the United States 
for grading here. 

2. The Department of Agriculture should assign a competent Fed- 
eral inspector abroad to indoctrinate foreign buyers and foreign 
processors in the factors that enter grades and the methods used to 
draw samples and to determine United States grades. 

3. There should be made available more thorough and competent 
Federal supervision and appeal service in all areas of the country 
with particular emphasis on additional Federal supervision at port 
elevators. 

4. Appoint a committee the membership of which would be com- 
posed of the representatives of the Department of Agriculture, the 
grain trade, and producers, to reexamine present United States 
grades for grain, particularly wheat, and the factors that are con- 
sidered now in grading those grains, and the factors now officially 
considered to determine if they should be more realistic, in the light 
of present:day production, harvesting, and merchandising conditions. 

Our first recommendation has in part been followed. That was the 
one of samples of grain going abroad being brought back here for.com- 
parative purposes to determine if it arrived there and would have been 
eran there under Federal supervision as it was graded here when 
it left. 

The assigning of a Federal inspector abroad to indoctrinate foreign 
buyers in the operation of the grading system has been in part taken 
care of, we are told, by the use of Foreign Agricultural Service em- 
ployees who are among other things to be advising foreigners of what 
United States grain grades mean. 

The third, to make available more adequate supervision, particularly 
at port elevators, we are told, has been done in view of an increased 
appropriation received a year ago from the Congress for the Federal 
inspection service. 

I was advised that the appointment of a committee to reconsider 
these factors which was the fourth recommendation is under study 
and may well be developed in a relatively short time. 

Senator ScHorPre.. When were those recommendations made? 
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Mr. Brooxs. In November 1953. 

Senator ScHorrret. There were some farm representatives who 
were sent to Europe. It just so happened that there was one among 
them that I know personally, a gentleman by the name of Guy Josser- 
and, from Dodge City, Kans., a farmer, a stockman, who has consid- 
erable interest in raising and marketing wheat. 

They spent a number of weeks in Europe. A number of those people 
came back after interviewing people and going about different sections 
of Europe, and they informed me that the complaint—it may not have 
been absolutely uniform—but the complaints were so numerous that 
they simply could not ignore them; namely, that the wheat and the 
grains that had been sent over were inferior in quality, had foreign 
material in them of all types and kinds, and in consequence they were 
losing confidence in American shipments of grain over there, figuring 
that they were being panned off products of inferior quality. 

It may be it was because they didn’t callenlont how it could 
happen. But some of these men came back and said something had 
to be done about it because we are getting a black eye in our foreign 
export program in the European theater of operations. 

Now I can well understand that because those things go by word 
of mouth right straight down the line. 

In contrast, the report was, that from the Canadians they didn’t 
experience this, nor from certain other sections of the world that were 
exporting to Europe they didn’t experience it, giving the impression, 
I am ashamed to say that there was a very decided lack of reliability 
on the part of American exporters or agencies exporting it or permit- 
ting that type of wheat and grain to be exported. 

That is something that ought to be corrected. Therefore, I was 
very much interested in the date of those recommendations. 

Mr. Brooxs. Well these recommendations were made in November 
1953, which was the first time at any official international conference, 
or in any other way to my knowledge. European buyers complained 
to United States representatives as to the quality of grain. Immedi- 
ately on the return of this group from this wheat council meeting, 
they communicated with us; the exporters met with them; and these 
recommendations were made. 

I read here from a letter which was written on the return in June 
1954 of these foreign trade missions from both Europe and Asia. 
When, after talking with some of the agricultural representatives, 
wheat representatives—Mr. Chris Milius, for Nebraska, was one; Mr. 
George Strayer; and Mr. Homer Brinkley was a third—I then wrote 
to Mr. Benson, called his attention to the recommendation made some 
7 or 8 months before, pointing out in the letter that I understood steps 
had been taken to accomplish 1, 2, and 3 recommendations, above, and 
suggested again the naming of a committee. I have an answer back 
from him signed by Mr. Lennartson July 16, 1954, pointing out more 
strongly than I did—and I would like to read it here for the record, 
one phase if it: 

The points recommended in your letter are in good order and, as you indicate, 
several of them are already in course for action; namely, an undertaking to 


sample in Europe shipments of wheat from the United States, samples to be re- 
turned to this country for grading and comparison with the quality and grade 





DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 487 


assigned at time of loading; to acquaint foreign buyers with the requirements 
of the United States standards for wheat and the methods employed in sampling 
cargoes, applying the standards, and assigning the grades; and the strengthening 
of supervision of inspection and appeal service with particular emphasis at 
export loading ports. 

The fourth point recommends the appointment of a committee composed of 
representative of this Department, the grain trade, and producers to reexamine 
the present United States grades for wheat, particularly those factors of the 
grades which should be reviewed in the light of present-day production, har- 
vesting, and merchandising conditions. It is believed that this approach has 
considerable merit, and it will have the full consideration of the Department. 
If it is to be productive of results, such a survey must necessarily be carefully 
planned as to scope and methods of procedure as well as the selection of mem- 
bership available to give such an important assignment the attention it deserves. 
Here we have in mind that the wheat grades form an integral part of our 
system of storage, warehousing, transportation, and merchandising, both cash 
and futures, in our domestic as well as our foreign commerce. 

Senator Youne. Senator Schoeppel, I wish to speak in support of 
the statement that you made. I recall the testimony of Mr. Thornton, 
who was manager of the Galveston port, we questioned during these 
hearings. He admitted slugging the shipments. He contended he 
had to in order to break even with all the other ports throughout the 
United States. The manager or superintendent in Houston, 
as I recall, pleaded guilty. The one in New Orleans, I dont’ remember 
whether he was convicted or pleaded guilty. At least he was m a 
lot of trouble, and if he wasn’t convicted he should have been. I 
don’t know how many other ports were operating in a similar fash- 
ion. So, judging from this, it seems that slugging ships for export 
of wheat was a common practice, 

Mr. Brooxs. Well, sir, I would hate to agree that the statement by 
a fellow who had been convicted is the kind of a statement I would 
like to subseribe to. 

Senator Youna. The managers of those three other ports were either 
convicted or pleaded guilty, so it would tend to substantiate his evi- 
dence. 

Mr. Brooks. His observations were limited to port elevators on the 
gulf. I have heard no evidence of any improper practice such as he 
describes at west coast ports or at east coast ports, and I think it is 
safe to say that, because of the additional supervision made available 
as a result of the increased appropriation, any activity such as that 
which existed at gulf ports has long ceased to exist. 

Senator Youne. Just double checking. Your organization had 
recommended that shipments be checked abroad which can be traced 
back would help a lot in this matter. 

Mr. Brooks. I would say this as an academic proposition. To find 
out if the grading operation here was accurate in view of what arrived 
at the other side, that was not necessarily punishment. But knowing 
it was done they would be careful. 

Mr. Chairman, I have here a letter, dated February 3, 1955, from 
the North American yaaa Grain Association, Inc., New York City. 
I will not read it but ask that it be incorporated into the record as if 
it had been read in full. 

oma bs ok 
. Phis letter from the export association comments on one of these 
FAS reports which refers to foreign buyers as price and quality buy- 
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ers. It points up some things with which the export grain disagrees. 
(The letter referred to above and identified is as follows :) 
FEBRUARY 3, 1955. 
GRAIN AND Frexp Division, ForEIGN AGRICULTURAL SERVICE, 
United States Departiment of Agriculture, Washington, D. C. 

GENTLEMEN: We refer to the foreign agriculture circular letter FG—12-54 
dated December 9, 1954, entitled “Price and Quality Main Factors in Sale of U. 
S. Wheat and Flour to Europe.” 

This circular is a report by Mr. Earl Corey, grain marketing specialist of the 
Foreign Agricultural Service, who made a survey of the European wheat market 
during a 3-month trip covering England, Lreland, France, Belgium, the Nether- 
lands, Germany, Switzerland, Italy, and Spain. 

The first impression we get of Mr. Corey’s report is that sales of American 
wheat which are not specially financed or which are not part of a special pro- 
gram, can be made. only provided the price is competitive with that of wheat of 
approximately equal milling quality and characteristics being sold by competing 
exporting countries. 

In our discussions with the Department of Agriculture we have emphasized 
this price question, which is rather an obvious thing. In this manner U. 8. A. 
No. 2 Soft Red Winter Wheat must be considered worth about the equivalent 
of French wheat; U. 8. A. No. 2 Hard Winter Wheat is worth approximately the 
equivalent of some Argentine and Uruguayan wheat; U. 8. A. Spring Wheat is 
worth approximately the same as Manitoba No. 3 Northern; Pacific Coast White 
Wheat is worth approximately the same as Australian wheat. 

Mr. Corey has performed a useful service in pointing this out once more and 
we would say that the Department of Agriculture, with some exceptions, has 
become more realistic in the pricing of American wheat, which is done by fixation 
of the proper subsidies. 

The exceptions are specifically: Spring Wheat and Pacific Coast White Wheat 
and, occasionally, prices become out of line in the other grades due to changes 
in the prices of wheats from competing exporters rather than due to changes in 
the domestic markets. Surely, more attention can be paid to these changes and 
better results realized. 

As Mr. Corey mentions in his report—although without giving it sufficient 
emphasis—the sale of American wheat is still considerably handicapped by the 
fact that importers prefer to purchase or, in many instances are forced to pur- 
chase wheat from countries with whom there are trade agreements and similar 
or other arrangements in connection with payment in their own currencies or 
currencies which are interchangeable with their own. Therefore, very often 
sales of American wheat cannot be effected except by giving the buyer the benefit 
in price equal to what they benefit from the above mentioned arrangements. 

Under these circumstances, the price factor or possibly the calculation of the 
comparable price is considerably more complicated than is generally appreciated. 

The second question Mr, Corey reports on at some length is that of grade and 
quality. 

With the exception of some abuses that have occurred in the past which, for- 
tunately, have been brought to light and which have been corrected, we are con- 
vinced—on basis of experience extending over many years—that the advantages 
of our grading system far outweigh the disadvantages. 

The grading system has been established so as to make it possible to trade in 
wheat in this country and for sale abroad on basis of certain standards so that 
the grain can be designated by grades, the requirements of which may not fall 
below certain minima. This makes it possible to effect trading by grades in 
all sections of the country although different types are grown in different sec- 
tious and it makes it possible for all sections of the country to participate in 
the flow of grain along the natural channels and into export. 

This has brought about the possibility of many of the programs which are now 
used by direction of the Congress to assist the farmer in obtaining the best pos- 
sible price for his grain and the development of the futures markets which 
serve the farmer, as well as the processor, the merchant and the exporter, and 
which are now an integral part of our system of grain marketing. We would 
hate to see any action which might lead to a breakdown of this system, and the 
farmer would be the first group to suffer. 

Under these circumstances it is our opinion which, in the past, we have al- 
ways understood to be also the position of the Department of Agriculture, that 
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sules for export by and large shall be continued to be made on basis of “grade 
certificate final.” 

We believe that Mr. Corey has unnecessarily and inadvisably overstated his 
case by the statement or inference that “certificate final” sales to many Euro- 
pean countries are no longer feasible because the European buyer is of the opin- 
ion that the wheat shipped to him is not, in fact, equal to the grade require- 
ments. 

All of us know that the quality of wheat shipped from this country changes 

considerably from year to year in regard to many factors which make up the 
vrade, which is due to weather and soil conditions during the growth period 
and harvest of the wheat. Also, there is a constant change in the varieties and 
types of wheat grown and gain in popularity with the farmers from year to 
year. 
" Wheat in the United States is grown over a very wide latitude ranging from 
the extreme northern part of the country almost to its southern fringes and 
hence the average surplus wheat for export cannot be as uniform as wheat grown 
within a narrower latitude, as in Canada, but must necessarily reflect the more 
or less favorable growing and harvesting conditions in the northern and south- 
ern areas. 

As a result, hard winter wheat in one year is a high protein and strong gluten 
wheat and in other years is merely a filler wheat. 

Many European buyers are not aware that the quality of wheat shipped from 
this country varies from year to year and have, therefore, complained about 
shipments although the wheat received was equal to grade requirements. 

A very useful purpose could be served by the Department of Agriculture, on 
the one hand, by acquainting the foreign buyer more fully with these circum- 
stances and, on the other hand, by encouraging the farmers in this country to 
grow more desirable types of wheat so as to lift the average quality, which 
would be beneficial both to the internal economy and to our foreign trade. 

Many complaints by European buyers are not justifiably based, but are 
rather, concealed bargaining endeavors, as well as lack of knowledge of the 
entire method of grading grain in this country. Much thought, research, and 
practical work have been given by the United States Department of Agriculture 
to the compilation of grain standards. They are basically practical and should 
not be discarded without well-substantiated reasons. They enable precise buy- 
ing when properly understood. 

We wonder if many foreign buyers realize that grain inspection certificates 
are issued by inspectors licensed under the United States Grain Standards Act 
by the United States Department of Agriculture. Grain inspectors’ activities 
are supervised by United States Department of Agriculture officials and em- 
ployees in order to carry out the intent and purpose of the act. Shipments are 
required to be loaded evenly; otherwise notations should be clearly stated on 
the certificate of inspection. Implications concerning the integrity of the 
certificate would seem to indicate the United States Department of Agriculture 
in relation to the administration of the Grain Standards Act. 

Alhough as a general policy, which will reflect to the benefit of the farmer, 
we are of opinion, as stated above, that the bulk of our wheat sales should be 
continued to be made on certificate, we recognize the fact that foreign im- 
porters, if they so desire, should be in a position to purchase wheat from this 
country, not only on grade but with certain specifications such as protein, which 
suits their particular needs, or even buy on sample, so that a foreign miller can 
purchase a lot of wheat particularly suitable to him. 

Foreign buyers may obtain from any American exporters high-quality wheat 
provided they are willing to pay the necessary premium asked for such wheat 
over and above the wheat that is sold on a certificate basis. Foreign buyers 
may also purchase on the basis of their own specifications any type of grain, 
but they again will have to pay the necessary premium. We have found that 
generally the majority of European buyers are what we called price buyers 
and they are mostly disinclined to pay premiums for higher grades or superior 
quality. 

There are some importing countries which are now becoming somewhat “more 
flexible in this regard and we welcome this development where premiums— 
although rather inadequate considering the risk involved—are paid by im- 
porters for wheat sold on description of factors more stringent than tose of 
the grade requirements or different from the grade requirements. 

On.the whole, we think that sales of wheat from this country have been made 
to foreign importers on this basis which could not have been made if exporters 
had adhered exclusively to selling wheat basis certificate final. 
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We do not think that this practice has assumed dangerous proportions, al- 
though if developed to an excessive extent, it would result in the sale of wheat 
from this country preponderantly of the more desirable qualifications and types, 
leaving for disposal domestically or to go into our carryover, the more undesir- 
able residue qualities of which simply fulfill the grade requirements. 

Mr. Corey, in making his report, has performed the useful service of bring- 
ing some of these questions to the fore, and we are, at all times, available to 
you to discuss these matters which are of the essence in bringing about a satis- 
factory volume of wheat export business from this country to foreign buyers. 


Sincerely yours, 
Norra AMERICAN Export GRAIN ASSOCIATION, INc., 


W. C. ScuittHuts, Vice President. 

Mr. Brooxs. In conclusion I would like to repeat to the committee 
the same advice that was given and repeated to the Department of 
Agriculture, that the grain trade is prepared to cooperate with the 
Department in developing a representative committee to carry out a 
reexamination of the present United States grades of grain, par- 
ticularly wheat, and the factors as now considered in grading, to de- 
termine whether grain grades and the factors now officially considered 
should be more realistic in view of present conditions. 

Senator Youne. Thank you, Mr. Brooks. 


STATEMENT OF HERMAN FAKLER, VICE PRESIDENT, MILLERS’ 
NATIONAL FEDERATION 


Mr, Faxter. Mr, Chairman and members of the committee, my 
uname is Herman Fakler. I am vice president of the Millers’ National 
Federation in charge of its Washington office. The Millers’ National 
Federation is the national trade association of the wheat-flour-milling 
industry. Its membership includes milling companies producing ap- 
proximately 80 percent of the total commercial wheat-flour produc- 
tion of the United States. Member mills are located in 36 States and 
the District of Columbia. 

I am pleased to accept your invitation, Mr. Chairman, to appear be- 
fore your subcommittee to express the views of our organization on 
the very vital subject of the disposal of agricultural surpluses into 
domestic and export markets. Since our organization is com of 
wheat-flour millers, I will confine my testimony to wheat flour and 
other wheat products. 

The United States is the free world’s largest producer of wheat and 
wheat products, with an export potential of wheat products several 
times as large as that of any other country. During 35 of the past 
50 years, we have led all other countries in the volume of exports of 
flour, the principal wheat product entering international trade. In 
the early post World War II years of world food crisis, most of our 
industry operated around the clock, 7 days a week. In 1947 our ex- 
ports reached an all-time peak. We shipped over 10 billion pounds of 
fiour abroad, or twice as much as the rest of the countries of the world 
combined. It was the large United States mill capacity and the.ability 
to step up exports sharply that enabled the United States to help 
meet the world’s urgent food ration needs at that time and prevent 
the economic, social, and political collapse of many countries. In the 
intervening years, world trade in flour has contracted sharply and 
while the United States has participated in this contraction, we have 
been able to maintain a relatively favorable position as compared with 


other flour-exporting countries. 
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It is of prime importance to the United States that every possible 
avenue for promoting exports of wheat flour and other wheat products 
be vigorously explored and promoted. 

The benefits o aes export trade in flour extend to the country 
at large. The record of wheat and wheat flour exports over the years 
shows that the export of flour provides a stable outlet for the United 
States wheat producers. The export of wheat flour assures a conti- 
nuity of the how of wheat into international trade which does not 
exist to the same degree in the case of a bulk commodity such as 
wheat. 

Bakers in most countries are interested in buying United States 
flour either by specific brands or on specification on a permanent 
basis because they know they can then count on uniform baking per- 
formance. United States mills are in a much better position to con- 
trol the standards of their flour than are local mills in importing 
countries. 

In the first place, our industry has a wide choice of varieties of 
domestic wheat, all of which must meet high standards fixed by the 
Department of Agriculture. Our mills can readily vary their mixes 
to adjust for seasonal or other variations in grain properties so as to 
maintain uniformity of flour quality. Even if mills in importing 
countries did not have to buy their wheat on the basis of price alone, 
they could not afford the degree of ae in grain supplies that is 
standard practice among United States mills. 

Above all, the purchaser of United States flour can be sure of its 
uniform standard of performance. 

Selection of wheat qualities plays an important part in the produc- 
tion of high and uniform qualities of flour. Once consumers become 
accustomed to the performance of a particular brand or quality, a 
continuing demand for the product is created by reason of optimum 
and uniform baking performance. In addition, therefore, to the bene- 
fits to employment and income that accrue from exports of wheat in 
the form of flour, export trade in flour gives the wheat producer 
increased assurance of export outlets. This is a consideration of 
unusual importance today because of the serious problem confronting 
the American wheat farmer. 

Recognizing these basic facts, the wheat flour milling industry of 
the United States on its own initiative over 3 years ago directed the 
Millers’ National Federation to establish an export department in 
the organization which would devote its entire time in an effort to 
develop a climate in which the export of wheat flour and other wheat 
products can be promoted successfully. The federation was fortunate 
in securing the services of Mr. Gordon P. Boals as director of export 
programs. 

Mr. Boals is recognized as an expert in international trade in grain 
and grain products and particularly wheat and wheat products. He 
served in many official Government positions, including that of agri- 
cultural attaché in Europe; head of the Grain Division of OFAR, 
now FAS; grain consultant to FAO; secretary of the Cereals Com- 
mittee of the Combined Food Board and International Emergency 
Food Council handling international allocations of cereals during 
World War II and the postwar period; and first secretary af the 
International Wheat Council under the International Wheat Agree- 
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ment. In the latter capacity he set up and organized the office of the 
Council in London in 1949. Mr. Boals now devotes his entire time 
to the promotion of exports of wheat flour and wheat products from 
the United States. 

Of course, the development and maintenance of exports of wheat 
flour depend to a large extent upon the aggressiveness and ingenuity 
with which the exporting mills and their agents carry on their activi- 
ties. I can assure you they are constantly on the job. However, under 
existing complex international conditions the assistance of Govern- 
ment agencies is also required to deal with problems beyond the contro] 
of industry. We are pleased to acknowledge the helpful cooperation 
our industry has received in this matter from the Congress, the De- 
partment of Agriculture, the Department of Commerce, and the For- 
eign Operations Administration. 

One of the basic factors which contributed substantially to the con- 
traction of United States export trade in wheat flour was the develop- 
ment of tariff discriminations and other trade barriers established by 
importing countries for one reason or another. The United States has 
taken the leadership in attemptuung tw reduce these barriers through 
the mechanism of reciprocal trade agreements. 

The flour-milling industry has supported the Reciprocal Trade 
Agreements Act throughout the history of this legislation and has 
participated in many public hearings conducted by the Committee for 
Reciprocity Information ini connection with the negotiation of trade 
agreements between the United States and other countries. The fed- 
eration is supporting the extension of that act as proposed by the 
President. 

Flour is one of the major commodities for which the United States 
has negotiated tariff concessions with other countries. The United 
States duty on flour has been reduced, as well as the import duties in 
some other countries. The United States flour-milling industry has 
had considerable experience with the actual operation of the reciprocal 
trade agreements program, and we believe it represents a trade policy 
that is in the best interests of the United States. We have seen these 
agreements lead to a more favorable trade climate abroad. They 
enable the United States to expand exports of many products. While 
progress has been made, much work in this area remains to be done. 

In order to secure firsthand information on which constructive pro- 
grams can be based and to supplement the work being done by repre- 
sentatives of United States exporting mills, in the fall of 1952 Mr. 
Boals personally visited 5 countries in the Far East, 2 countries in the 
Middle East, and 4 countries in Europe. Subsequently, in the spring 
of 1953, Mr. Boals personally visited in 8 countries in Central and 
South America. 

In the spring of 1954 our industry was honored by the Secretary of 
Agriculture in his selection of two persons from the industry to serve 
on the official agricultural trade missions which were sent abroad by 
our Government. Mr. A. B. Sparboe, of Minneapolis, who is chairman 
of our export advisory committee, was selected to be a member of the 
mission sent to Latin America. Mr. Boals was selected to be a. member 
. the mission to Asia, and on that mission he visited nine countries in 
that area. 
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During the summer of 1954 the Millers’ National Federation en- 
tered into a cooperative project with the United States Department 
of Agriculture and the Oregon Wheat Growers League, the object of 
which is the expansion of foreign markets for United States wheat and 
wheat products in the Far East. Together with representatives of 
the Department and the Oregon Wheat Growers League, Mr. Boals 
visited eight countries in the Far East in the fall of 1954. 

Presently Mr. Boals is on a trip to South America traveling with a 
inember of the Foreign Agricultural Service of the Department of 
Agriculture on a joint effort to develop interest in these countries in 
programs under Public Law 480, the Agricultural Trade Development 
and Assistance Act. 

One of the first new projects organized by the Millers’ National 
Federation when its export program division was established in 1952 
was research with a variety of wheat products at Women’s Christian 
College at Madras, India. Several important factors contributed to 
the formulation of this project. 

Contact was made with the head of the college at Madras, and a re- 
search and extension project with wheat products was jointly spon- 
sored and is being continued by the Millers’ National Federation and 
the Oregon Wheat Commission. The college had already done a 
great deal of applied research and extension work for the Indian 
Government with the use of grains during the food-crisis period fol- 
lowing World War II when a wide variety of cereals were sent to that 
country to meet its needs. 

Out of that experience and also the India aid program of 1951, it 
was very evident that local customs and living conditions appeared 
to favor the use of considerable wheat in some form other than as 
whole grain or 72-percent-extraction flour. On the other hand, high- 
extraction flour or atta as locally consumed presents certain problems 
of handling and keeping fresh under prevailing high and humid tem- 
peratures of that area. 

Accordingly, the federation has during the past 3 years sent a large 
number of samples of a special-type wheat product to be tested at 
Madras. Before being milled, the wheat is treated in a way which 
enables a high-extraetion product to be obtained and one that con- 
sists of erystalline-type particles. They may be coarse or fine, de- 
pending upon the milling and end use. 

The tests made at Madras indicate an unusual keeping quality and 
that the product is a practical one for distribution direct to consumers 
for use in homes. It has been tested for use in many native dishes, 
especially those involving rice, and the results have been reported quite 
satisfactory. Also, it appears to be suitable for making chapattis, 
which is a common form of using wheat in many countries in south- 
east Asia. 

In addition to the work we are doing in developing new wheat 
products and new markets for such products, we are at the same time 
working closely with the Department of Agriculture in connection 
with the administration of the export program under the Interna- 
tional Wheat Agreement and the supplementary non-[WA program 
inaugurated by the Department in the fall of 1953. 
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At present there is an unusual opportunity to develop wheat and 
flour exports to the less developed countries because of the enactment 
of the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480). While the immediate objective of this act is to 
facilitate the disposal of surplus agricultural commodities and prod- 
ucts thereof, its long-term objective is to develop new markets for 
United States agricultural commodities. Under title I of this act, 
foreign currencies which accrue to the Treasury through the disposal 
abroad of agricultural surplus commodities may be used for the de- 
velopment of new markets for United States agricultural commodities. 

We are cooperating closely with officials of the Foreign Agricul- 
tural Service in the development of sales programs with foreign coun- 
tries for the inclusion of wheat flour wherever possible, and in the 
development of product promotion programs within the participating 
countries which will result in increased consumption of wheat flour 
and wheat products within those countries. 

Public Law 480 is a most constructive piece of legislation, and we 
express sincere hope that the Congress will give full support to the 
Department of Agriculture in the administration of the long-time 
aspects of the law, and further that the Congress will provide ade- 
quate funds for the administration of the law as they are needed. 

So far I have been discussing the problem before your committee 
from the standpoint of exports. Your invitation suggests that we 
also discuss the problem from the standpoint of domestic consumption. 

Here again we, as an industry, are doing what we can to promote 
domestic consumption of wheat products. We find little, if any, 
support from agencies in the Department of Agriculture dealing with 
surplus food problems. 

For many years the Miller’s National Federation has maintained 
an educational organization known as the Wheat Flour Institute. Its 
primary function is to bring about a better understanding of the 
proper place of wheat foods in the diet and to encourage their con- 
sumption. The institute produces and circulates a wide variety of 
educational material, much of which is designed for use in the schools. 
In addition, the institute maintains a force of home economists who 
are traveling constantly throughout the country meeting with nutri- 
tional leaders in educational institutes and conducting demonstra- 
tions whenever called upon to do so. 

At the beginning of World War IT, leading nutritionists, both in 
and out of Government, were exploring ways and means of improving 
the nutritional aspects of our national diet. It was recognized by 
these leaders in nutrition that while whole wheat contains certain de- 
sirable nutritional properties, consumers generally do not prefer whole 
wheat products; and secondly, these nutritional elements are not read- 
ily available to the human system when consumed in the form of 
whole grain products. 

These nutritional leaders appealed to the flour milling and commer- 
cial baking industries of the United States to consider the addition of 
certain basic nutrient elements to white flour and white bread, since 
consumers have an overwhelming preference for these wheat products. 
After considerable experimentation, the industries found ways and 
means of introducing these elements to white flour and white bread, 
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and it is now generally recognized that the consumption of enriched 
four and enriched bread has materially contributed to the health of 
our Nation. frie 

Despite all of this, there still prevails within the Department of 
Agriculture the theory that whole grain products are preferable to 
white products. hens 

Just. recently there has come from the Human Nutrition Research 
Branch of the Agricultural Research Service of the Department of 
Agriculture a bulletin entitled “Money-Saving Main Dishes” iden- 
tified as Home and Garden Bulletin No. 43. In many respects this 
bulletin is very useful and recognizes quite a number of wheat flour 
foods. However, the bulletin does not recognize enriched flour and 
enriched bread and in the section dealing with bread and other cereal 
foods, emphasis is placed upon whole-wheat bread and no mention is 
made of enriched bread. 

Furthermore, in this same section a statement is made that white 
bread contains somewhat less protein than whole-wheat bread, and 
that proteins from bread and other cereal foods are not of as high 
quality as proteins of animal products. This, it seems to us, is an 
renee’ odious comparison because generally speaking, we do not 
depend ‘upon cereal grains for protein. However, competent nutri- 
tionists point out that there is a desirable supplementation of the 
proteins of cereal grains by animal proteins which makes the combi- 
nation entirely adequate in the diet. 

Certainly, the consumption of wheat products in the United States 
is not encouraged by statements of this character. 

There is also a section in the Department of Agriculture which regu- 
larly issues bulletins featuring foods which are in surplus and encour- 
aging their consumption. Officials and nutritionists are continually 
promoting almost every other agricultural commodity except wheat 
and wheat products. Certainly wheat is in surplus and, therefore, the 
products of wheat are amply available and their consumption should 
be encouraged. In spite of repeated efforts, our industry has been un- 
able to secure a similar recommendation for wheat foods. Meanwhile, 
the. per capita consumption of wheat continues to decline. 

We are pleased to note in this connection a recent statement issued 
by the Secretary of Agriculture in which he requests the National 
Agricultural Commission, which is to-meet here in Washington the 
latter part of this month, to discuss, among other things, the declining 
per capita consumption of wheat foods in the United States and to 
recommend remedial action. To the extent possible, we intend to make 
available to the Advisory Commission all information we have on 
this subject. 

We believe it would be helpful if this subcommittee would give 
some study to this problem and make such recommendations as may 
seem to be appropriate. 

In conclusion, I wish to leave the following recommendations with 
the committee for careful consideration and action: 

1. Encouragement in legislative enactments and to Government 
agencies for the promotion of the export of wheat flour and other 
wheat. products. 
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2. The creation of a favorable international trade climate for wheat 
flour and wheat. products through the mechanism of reciprocal trade 
agreements, and the extension of the Reciprocal Trade Agreements 
Act as recommended by the President. 

3. Encourage research on new wheat products and new uses for 
wheat products. 

4. Support by legislative enactments and adequate appropriations 
long-time programs of market promotion under Public Law 480, 83d 
Congress. 

5. Encourage agencies in the Department of Agriculture dealing 
with these subjects to give more favorable treatment to wheat prod- 
ucts in nutrition and surplus-food programs. 

Senator Young. We will now adjourn. 

(Whereupon, the committee adjourned at 12:40 p. m., to reconvene 
Thursday, March 17, 1955, at 10 a. m.) 
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THURSDAY, MARCH 17, 1955 


Unrrep Srares Senate, 

SuBCOMMITTEE ON DisposaL or AGRICULTURAL SURPLUSES 

oF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met at 10:25 a. m. in room 324, Senate Office 
Building, pursuant to adjournment, Senator James O. Eastland pre- 
siding. 

Present: Senators Eastland, Scott, Young, and Schoeppel. 

Also present: Sam Thompson and Roy F. Hendrickson, advisers to 
the subcommittee. 

Senator EasruaNnp. ‘The committee will be in order. 

I regret that due to the fact of a conflict in eee this morn- 
ing it will be impossible for me to remain with this subcommittee, as 
much as I would like to do so. 

Senator Scott, I would appreciate it, sir, if you would preside in 
my absence. 

Senator Scorr. We are sorry you cannot stay, Mr. Chairman. We 
shall miss your friendly guidance. 

Mr. Smith, will you come forward, please ¢ 

Please state your name and address for the record and whom you 
represent. 


STATEMENT OF JACK L. SMITH, NATIONAL ASSOCIATION OF 
WHEAT GROWERS, AND CHAIRMAN, FEDERAL AGRICULTURE 
COMMITTEE, OREGON WHEAT GROWERS LEAGUE, CONDON, OREG. 


Mr, Smrrn. Sir, my name is Jack L. Smith. I represent the Na- 
tional Association of Wheat Growers, and the Oregon Wheat Growers 
League in Oregon. 

I am a wheat farmer and I live in Gilliam County, Oreg. 

a might say that I derive all of my income from the production of 
wheat, 

I do not have a prepared statement or prepared testimony for today. 

Senator Scorr. How much wheat do you grow personally ? 

Mr, Sarrn. Personally, I am in partnership operation with, my 
father and brother-in-law and we produce about 40,000 bushels of 
wheat per year. 

Senator Youne. About how much is your average yield? 

Mr. Sarru. Sir, on a long-term basis, we have an average yield of 
18 bushels. However, in the past years, with good rain and climatic 
conditions, with the use of fertilizers, we have increased those yields 
to around 30 bushels. 
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Senator Scorr. Speaking of fertilizers, what analysis do you use? 

Mr. Smirn. I don’t believe I understand your question. 

Senator Scorr. When you speak of fertilizers, just what fertilizer 
do you use? 

Mr. Smirn. Sir, our program is that we first take soil samples and 
from that determine the moisture level and the nitrate requirements. 
We use straight nitrates, adding them to the soil. 

Senator Scorr. Do you use potash, phosphates? You do not have 
to use that ? 

Mr. Smiru. No, sir. On the production of wheat, at least in our 
area, we have not found that necessary. We have found some increase 
indicated through addition of small quantities of sulfur but primarily, 
we use straight nitrate depending upon what the requirement might 
be. 

Senator Youne. How much are you able to increase your yield 
through the use of fertilizer, about how much ? 

Mr. Smrru. Sir, it depends quite a lot upon the amount of moisture, 
but as an average it will run between 8 and 13 bushels. 

Senator Youne. Your fertilizer does not help as much in dry years 
as in wet years? 

Mr. Sorru. No, sir. 

Senator YouNe. You had more favorable moisture conditions in the 
last few years? 

Mr. Smrrn. Yes, sir. 

Senator Scorr. Now, in using the nitrates there, do you graze that 
wheat any at all? 

Mr. Suru. Sir, it has not been a practice in our area to graze our 
fall-planted wheat because, mainly, we are short on moisture. We 
depend upon our winter moisture and early spring moisture to pro- 
duce our crop. Weare in about a 9- to 12-inch rainfall area, so we get 
about so much growth and we are rather reluctant to graze that off. 

Senator Scorr. If you had our 51-inch rainfall you would not know 
whut to do with it. - 

Mr. Smrru. No, sir; in our soil it would aggravate our erosion 
problem more than it now exists. 

Senator Scorr. It aggravates us, too. I am not talking about'this 
Washington rainfall. They don’t know when to have it rain up here. 
They just turn it loose any time. 

Mr. Surru. Sir, today, I brought some charts and I would like to 
mention a word about them. 

We, as producers, and being producers, not economists, in order to 
see more clearly what was happening to us, so that we could try to 
intelligently approach our problem, prepared an analysis of what we 
thought the wheat situation is and from that analysis draw some con- 
clusions. If it is the chairman’s desire, I would be glad to show you 
those charts and give you a wheat producer’s analysis of how we see 
the picture. 

I have had some photostats made of the charts for insertion in the 
record and for your use, as we go over the problem. 

(The charts referred to are as follows :) 
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Mr. Smirn. I will ask Mr. Weatherford, who also represents the 
National Association of Wheat Growers and testified before this com- 
mittee on Tuesday, and Mr. Thompson to assist me. I apologize 
for the inadequacy of my blackboards, but perhaps we can get a 
fairly clear picture from it. 

As we approached the problem, one of the things we were rather 
interested in was just what was happening to the consumption picture. 
So we prepared this chart which actually is fairly self-explanatory. 

In 1910, of course, we were eating quite a lot of loaves of bread 
per man, about 211 pounds per person. Then in 1925 we showed a 
decline, and so on down the range for the next 40 years, up to 1952, 
where we were eating only 129 pounds of bread or wheat products. 

However, we were fortunate in that the population during that 
same period was increasing; so, as a result, even though we did have 
a population increase of some 60 percent, our wheat requirements 
and our wheat usage remained about normal. 

Senator Young. And the per capita income of people, the better 
economie conditions, the people’s habits generally tended to decrease 
the per capita consumption of bread. Bread is pretty much a poor 
man’s food, is it not? If he has money he will probably buy more 
steaks and vegetables, but if he is short of money he will live more 
on cereals? 

Mr. Smit. I would not say that bread was a poor man’s food. 
However, with higher income groups, there is a larger variety for the 
food dollar. 

Then there is another factor. I can remember during the war when 
people were encouraged to use only one slice of bread, and they did 
not even put it on the table in the restaurant. There was an educa- 
tional program to decrease the consumption of bread products. To 
my knowledge, there has not been any program to increase the con- 
sumption of bread products. 

Senator Youne. People who try to decrease their weight sometimes 
shy away from bread. 

Mr. Smrru. There are some points that we might bring to your 
attention on this export chart. We start back here in the early years . 
and find ourselves at quite a low level. Then, of course, wartime and 
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our exports climbed to a peak. Much of that, of course, in the latter 
part, was through aid programs. 

Then we dropped back down in that period before the Korean war 
and again we climbed up to quite a peak. 

After the end of the Korean war we see a very sharp decline in the 
exporting of wheat. 

Now one thing to me is significant. When we look to what we 
might possibly expect in the future in the way of an export market 
perhaps it is significant that here we were at a high peak up to about 
480 million bushels and here Canada was still on about a normal 
export program. Well, that would tend to indicate to me, as a 
farmer, at least, that somewhere in the world they can use that much 
wheat if the factors such as price and distribution, and so on, were 
right. 

Senator Youne, Is it not true that there are no two crops that are 
more in demand and more needed in time of war than cotton and 
wheat ¢ 

Mr. Smirn. That is correct. 

Senator Younc. That is why I think we are in more trouble with 
these two commodities than others. There are others which might 
fall into that category—trice, for example. We expand our pro- 
duction greatly in times of war; we have to. Afterward we find 
ourselves with too much production on hand. 

Mr. Smrrn. Then one other point that we considered when we were 
irying to analyze this situation and that was that in trying to think 
of some type of a farm program that would fit wheat, that it would 
be rather difficult, with this erratic picture, to build a program where 
price to the producer was dovained by an export market. 

If there are any questions at any time on the charts, please feel free 
to stop me. 

In this chart we attempted to show the acreage disposition in the 
commercial wheat areas and the noncommercial areas. 

Now, statements-have been made that high price aon caused 
a shift of production, an increase in production, and shift to non- 
commercial wheat producing areas, so, with that thinking, we ex- 
amined here these last year’s—1948-53—and we find that they still 
maintained pretty much a normal level. They were in fairly close 
balance, not much of an increase during that period. 

The increase here in 1953 could possibly have been in anticipation 
of acreage allotments. 

Now, with the same thinking, we come back to 1938, a non-acreage- 
control year, and in this year the acreage was very high. As I under- 
stand the theory that a low price is going to cue us out of produc- 
tion, it raised a question in our minds because in 1938 wheat was at 
48 cents a bushel. It had a very close relationship to corn at that 
period. And yet the acreage was as high in 1938 as it was any time. 

Senator Young. You should have had the figures for 1932, 1933, 
and 1934, because you will find that wheat prices reached an all-time 
low in 1982 and 1933 of 38 and 39 cents a bushel, but despite that 
extremely low price, the year afterward, in 1934, farmers increased 
their wheat acreage 214 million acres. 

Mr. Smirn. That, of course, was indicated to us by the year of 
1938. Then, as we did make this comparison between the acreage 
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toures of the Eastern States and our Western States, one thing that 
stands out of paramount importance to us was that with our higher 
percentage of the total acreage, most certainly the diverted acreage 
»problem was ours. Being in areas where shifting to other crops: was 
difficult and very unprofitable we have a diverted acreage problem. 

Now, one other point that I might make is that some folks have 
felt that under uncontrolled programs, if we ever reach such a pro- 
gram, that there would be a tremendous encouragement to the increase 
in acreages. 

As we look here in these past years where we had no control and 
price was good, we still, we did not increase very much. Instead, we 
were in there at about normal, about 78 million acres. It hung in 
there fairly steady. 

Senator Scnorrre,. Do you have those broken down in smaller size 
that could be put into the record ¢ 

Mr. Smiru. I had the charts photostated. 

Senator ScHorrre.. Fine. That is what I wanted to know. 

Mr. Smirn. This chart, to us, shakes down to the meat of what is 
happening. As we examined it, we found that in the year 1952, a non- 
control year, that we had 1,299,000,000 bushels of production. Well, 
what did we do with it ? 

For food, we used about 500 million bushels and as we remember 
back from our bread chart there, through the years we have continued 
to consume for human food about 500 million. That will fluetuate a 
little plus or minus, and as an average we exported 317 million bushels. 
We fed 66 million bushels and, of course, 88 million bushels went for 
seed, giving us a total disappearance of 971,379,000. 

Well, during that period, that total would represent this amount 
and it showed us here with about 300 million beatveld that we did not 
have anything to do with. 

So, of course, it went into commodity-credit stocks. That was a year 
with no acreage control and a year when price was fairly good. 

Senator Youne. 1952? 

Mr. Smiru. 1952. 

Senator Youne. That was the last year that the Federal Govern- 
mént urged all-out production. 

Mr. Smirn. That isa very important point ; 1952 was that period of 
the Korean war when they were asking us to raise every bushel that 
we could. 

Senator Youne. 1 remember the discussion we had right at this 
table with the then Secretary of Agriculture. I said I thought farm- 
ers would increase production, but in complying with the request they 
were cutting their own throats economically ; that we would build up a 
surplus and the farmer would then find himself in a lot of trouble. 

Mr. Smirn. Then, in 1953, we had a total production of 1,168 million 
and, breaking that down, we ate about 500 million bushels of it; we 
exported about 216 million; fed 69 million; 70 million for feed; and 
70 million bushels for seed. 

if represents a total of about 960 million bushels of total dis- 
appearance. 
: — we found that we had a carryover of about 300 million 
vushels. 
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Well, now, as we analyzed just where we were going, we found that 
here under a controlled program, with acreage allotments, we were 
down to the minimum allowed by the statute of 55 million acres. We 
were at about a normal yield and production of around 1 billion bushels 
or 900 million bushels of wheat. 

So, as we tried to analyze what in the world can we do with it, do 
with this portion of the crop that we were not getting rid of, we again 
referred back to our historical uses to analyze our situation as.to what 
possibly we could do. Well, here was seed ; we realized that under any 
program requiring acreage controls—and it appeared to us that acre- 
age controls would be necessary as long as we were in such a high state 
of production—that seed would not increase very much. Feed showed 
aa possibilities. In feed-deficit areas we could increase use con- 
siderably. Probably, on a national basis, it would be easy to increase 
that line another 100 million bushels. 

For example, in a feed-deficit area such as the Pacific Northwest, 
a commission made a study for the Governor of Oregon and estimated 
that we would feed in our area about 20 million bushels a year if we 
had wheat available at a feed-grain price. 

Senator Scnorrrent. Would that have to be comparable to corn? 
Wheat, less transportation? Of course, you have the storage in that 
country. 

Mr. Smrrn. Tha is correct. We have considerable quantity of it 
stored there. That alone would represent one-fifth of the total of 
this 100 million that I talked about. So perhaps we could exceed 
170 million bushels total for feed. 

Well, then, when we looked at the export picture of 216 million in 
1953, we felt that there was room for growth in that area. 

Now, it would require some work; probably 2 things would have 
to occur before exports could increase. One would be that we would 
have to have better grading standards in order that we could present 
to our foreign markets a commodity which showed quality, the type 
of commodity that they would like to have. So we would have to 
do something about our grades. 

Then, also, we felt that there would be some education and promo- 
tion work necessary. Recently, we of the Oregon League sent a 
representative of our league, financed by the growers of Oregon, to 
the Far East and the Orient to make an analysis of that problem. 
There is a tremendous opening for wheat there if the promotional 
and educational work were done. So perhaps we could increase that 
and maybe, over a 10-year period, hold it at 300 million export. 

Senator Youne. May I ask, at this point, just how is your Oregon 
Wheat League constituted? Is it not through a State statute whereby 
you collect so much a bushel on all the wheat marketed in Oregon for 
the purposes of running this organization ? 

Mr. Smrra. Yes, sir. 

Senator Youna. It is rather unique. 

Mr. Smirn. The Oregon League was formed 27 years ago as a 
nonprofit, nonpolitical organization composed of wheat producers. 

Then, as we tried to do many of these jobs of market promotion 
and — in some work through experimentation, we saw the need 
for funds. 
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At the request of the growers, the Oregon Legislature passed a bill 
authorizing an Oregon Wheat Commission. It also authorized them 
to tax the producers one-half cent a bushel on each bushel of wheat 
that they produced. That was done at the growers’ request. 

It is with this money that we send people to the Orient, that we 
give assistance wherever it will further the course of Oregon wheat. 
~ Senator Youne. Do you not use some of that money to match 
Federal research funds, too? 

Mr. SmirH. Yes, sir; we do that. 

I might refer to one other thing I mentioned, of the export analysis; 
we should do something to make gains. We should do some educational 
promotion work, get in and try to sell some wheat for a change; and 
the third thing, and probably the most important, we should have a 
price. As we look at the next line of consumption for food, I person- 
ally think that we could do some good there if we would expend 
educational energy and recognize wheat as being a surplus food ; 
possibly we could increase food consumption in the United States. 

Senator ScHorrre.. Have you found out whether, when your people 
went to the Orient, the people there were interested in flour, or were 
they primarily interested in the grain itself so they could handle it in 
whatever way they wanted to, assuming they knew how to keep, for 
instance, the bran and the byproducts of the milling industry? 

Mr. Smirn. As I remember the report from that trip, they saw 
quite a possibility for just wheat, although there was need for some 
flour. 

Then, on the last chart, very briefly, we can see just where we stand 
on carryover, what was happening. We started back here in 1947 
down at a ridiculously low state in consideration of national defense, 
and then we climbed up to about 424 million bushels carryover. 

As we remember the past experience of 2 wars, we feel that the 
carryover should be up here some place normally; maybe 500 million 
bushels carryover would be a lot safer in the interests of national 
defense than to be down to this low figure as we were in 1952. 

We feel that wheat, of course, is as important a strategic material 
as are tanks and guns and that sort of thing. 

Then, again, 1953; we are going into the control period under the 
present farm legislation, and we start showing the steady increase 
until the year 1955 we will be up about 1 billion bushels. I think the 
last Department estimates on that were 973 million carryover. But 
about a billion-bushel carryover is what we will have just on July 1, 
1955. 

Senator Youna. I think the Department testimony a few days ago 
before this committee indicated there would be an increase of some 59 
million bushels in our stockpile this year over last year. 

Mr. Smrru, Yes, sir; that is correct. If we take an average here, 
starting down in this ear, when we entered into this period of con- 
trol, that we showed about a quarter of a million bushel increase each 
year, 

Senator Youna. Of course, controls were not put on until 1954. 

Mr. Smrrn. Yes, sir; into this period. 

Senator Scnorrret. That means—— 

Mr. Smirn. 1954 is when our control period on acreage went. into 
effect. We are now, of course, entering into the period of declining 
prices, 

60149—55—pt. 215 
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Senator Scuorrrer. It does show there that we are going into this 
period with a billion-bushel carryover, even with last year’s restricted 
acreage ? 

Mr. Smarn, At the minimum. 

Senator ScHorpre.. I was rather interested in what the gentleman 
from Oregon, representing his group, had to say when they were testi- 
fying, that even with reduced acreage their supplies and surpluses 
increased because they just use better farming methods, more fertili- 
zation. That is a perfectly human situation and a human reaction 
because, if he can better handle his land to get greater production 
out of it from less acreage, naturally he will do so and get the highest 
income he can. We are going to be confronted with that not only in 
wheat but in rice, in tobacco, and I suspect cotton the same way. 

Senator Scorr. Senator, isn’t that within itself a desirable thing, 
on the part of the producer ? 

Senator ScuorrreL, That is the reason I say you can’t blame them, 
by golly. 

ae Scorr. It is a desirable thing, too. 

Senator Scuorrren. He looks at it from the standpoint of getting 
the greatest efficiency out of his restricted position. | And it does one 
thing, it shows what the possibilities are if a forced draft is put on the 
nanan on a per acre basis, dependent, of course, upon what the cli- 
matic conditions are. 

It does also mean one other thing, that we can’t say we will cut the 
acreage so much, and we will cut our surplus. 

Senator Scorr. They don’t run together. 

Senator ScHorrreL. They don’t run together that way. 

Senator Youna. I think we are leaving the record not quite as clear 
as it should be. I think we agree that practically all of this surplus 
was built up before we went into acreage quotas. We will increase the 
surplus by about 59 million bushels this year, which could be worked 
off ~ a little extra effort. The problem is, we aren’t going to be able 
to get rid of these surpluses accumulated before and we aren’t going 
to be able to permit farmers to increase their acreage, which is a bad 
thing. 

rR Scorr. Off the record. 

(Discussion off the record.) 

Senator Youne. Mr. Smith, what do you think the farmers’ vote 
will be on wheat quota this year? Will they approve a higher quota 
by a higher percentage or by a smaller percentage or will they dis- 
approve ! 

y fr. Smrrn. Sir, I cannot speak for the National Association of 
Wheat Growers. I can, however, speak as a producer myself, This 
year, I have in the past voted for marketing quotas. This will be the 
lirst year that I shall vote against them. Toon speak for my father, 
who has produced wheat in Oregon for some 50 years. He has voted 


for marketing quotas each year that he has had the opportunity, This 
year he will vote against marketing quotas. 

I can s for Mr. Weatherford who testified before your com- 
mittee on Tuesday. This year will be the first year that he will vote 
against marketing quotas. And for this reason; we foresee under the 
present program a continuing buildup of our carryover. We feel 
that we are taking a reverse attitude toward our production in that 
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we are trying through control of production hold supply down rather 
than taking an aggressive action toward disposing of production and 
as we see the present 2 ers it is forcing us lower and lower on the 
income until we soon will arrive at the point where it will be impossi- 
ble to survive economically. 

Senator Youne. If the farmers disapprove the quotas, the price 
support — be about $1.25 and would not the cash price go down 
to that level ? 

Mr. Smiru. I submit I think it would be a very chaotic condition. 

Senator Youne. You think it is chaotic enough as it is? 

Mr. Smita. The hope we might have out of it is that it might spur 
people, no reference to this honored committee, it would spur some peo- 
ple to recognize the seriousness of the position of the wheat producer. 

Senator Youne. I think the farmers of my State will still approve, 
by a big majority, but I don’t think percentagewise it will be as high 
as it was last year. If it had not been for the extremely heavy vote 
for quotas in that particular area last year, wheat quotas would not 
have been approved. As it is, it presents a very dangerous situation. 
1 think it is one that the Department of Agriculture should give 
cognizance to. If wheat quotas are disapproved, we had better be 
thinking about what to do next because if wheat support goes to $1.25 
per bushel, it will make, I think, untenable any price supports for corn 
that are at a level above that. And it would seriously affect the price 
support operations of almost every other farm group. 

I think there is a great deal of merit in two-price system for wheat 
and for some other commodities. Other programs seem to work better 
for other commodities. I think the present program for tobacco 
works very well. The Sugar Act program is a very successful one. 
I think the wool program will work out all right. I think we had 
better be considering some other approach for wheat. 

Senator Scorr. As I understand it, the Grange out there is very 
active for a two-price system or is it active at all? 

Mr. Smrru, Sir, it is my understanding that the Grange, nationally, 
as well as at State levels, also favors a domestic parity type, certificate 
type, of plan for wheat. 

In the analysis that we made through our charts as we examined 
our posttaenty we felt very strongly that one of the solutions to that 
problem would be the enactment of some type of two-price legislation. 
In that way, we could take a positive open to our problem in try- 
mg, to dispose of what we produce rather than to store it. 

enator Scorr. Now, the Farm Bureau, is that active out in your 
immediate country ? 

Mr. Smirn. Yes, sir; there is a Farm Bureau State organization in 
my area. However, it is my understanding, that the resolutions passed 
by the State Farm Bureau of Oregon tended to favor points which 
could be incorporated in a domestic parity price type plan. 

Senator Youne. It appears that the sentiment for present program 
seemed to vary as to regions. The present program does not Detloiiet 
as well for your area because you are putting an awful lot of wheat 
in storage. In the spring-wheat area, where the percentage of vote of 
approval was the highest of any place in the Nation, the program is 
working a lot better. There is not a surplus of that type of wheat. . 
and the price right now for most of it is above support levels. So 
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apparently there is a great deal of discontent with the program in 
some areas. You people are to be commended for honestly trying to 
find the answer to the problem. 

Mr. Sarru. Sir, in our study of the domestic picture, the domestic 
parity plan, we have faced it. openly and honestly in serious concern 
for the wheat eromerves of all of the Nation and not as an area type 
of program. It is our belief that that program, that type of program 
would work equally well in all areas, 

Senator Youne. You know there is a great deal of sentiment in m 
State for this two-price system Mr. Smith speaks about despite the 
fact that there is not a Grange member in the whole State; and the 
farmers, the Farmers’ Union program is for 100 percent price sup- 

ort, the Farm Bureau, nationally is for flexible supports. The Farm 

ureau in my State did, last fall, endorse the two-price system. There 
has been sentiment for the two-price program ever since the days of 
the McNary-Haugen bill. 

Mr. Sarru. Sir, I think it important that I should state that as a 
representative of the national association, this February the national 
association in a meeting at Amarillo went on record there unanimously 
favoring a domestic parity or two-price plan for wheat. 

At the national, we were represented there by very strong State 
delegations. There were 50 prominent, leading wheat men from the 
State of Kansas, for example; Nebraska was very strongly represented, 
as were other States. Those States were unanimous in their decision 
that the solution to, a possible solution to our problem was a domestic 
parity type of program. 

Senator Scuorerren. Are most of those families from Kansas from 
the western part, big wheat growers? 

Mr. Smrru. They represented a fair, good cross section. There 
were men there with whom I talked that raised corn as well as wheat. 

Senator Scuorprex. Probably up in that north tier of counties. 
Most of my experience was with big wheat growers. What grade of 
wheat do you grow up there? Is it good milling wheat in your north- 
west area ? 

Mr. Soairu. Sir, in our northwest area, we raise a quality wheat as 
well as they do in other areas except that our wheat is adapted to other 
uses, to uses better than for making of bread. It is a high-quality 
ee especially adapted to the making of cakes, cookies, pastry-type 

our. 

Senator Scuorrren. The point I was going to make is that the mid- 
western area, the wheat-producing area, which heretofore, by reason 
of higher yields, has grown some varieties of wheat that did not lend 
themselves to that use, has been subjected to quite an educational pro- 

am through the Kansas area, eastern Colorado, northwestern Okla- 

oma, and up in the Panhandle area. Now, if those fellows grow other 
varieties that the millers want, it is going to throw more than an ordi- 
nary small-size umbrella over this premium position that some of you 
fellows have in these other sections. Let’s not discount that because 
these fellows down there are just as shrewd and sharp as the next one 
when looking at their investment. They are looking at the curtail- 
ments they must suffer. So they are just about at the point where they 
are coming around to the acceptable varieties that the millers want. 
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If that happens, we are going into a competitive picture from the 

standpoint of the good milling wheat which we have deplored in my 

State for getting away from. And it has been, in a sense, a tragic 

thing that they have gotten away from it. But they have gone to 

higher yields, to varieties that the mills frowned on. They would fre- 

quently go up to the Northwest for that type of wheat or at times they 
o to Canada for it. 

Mr. Sairu. Sir, we not only believe that the domestic parity plan 
will cause a shift out of the production of wheat but we also believe 
it will be an incentive toward the production of quality wheats. For 
example, in our Northwest, a wheat such as Rex which is good for 
getting a loan on with Commodity Credit, it does not have the neces- 
sary qualities for milling. 

Under the domestic parity plan where we would have the operation 
of our free market and there would be a premiunf in sight, a man who 
produces Rex would cease to produce it and would attempt to increase 
the quality of the wheat that he does produce. 

Senator ScHorrret. You people up there would do the same thing 
ours would. They would go as near the premium type of wheat as 
they could eer get consistent with—if that variety could be 
grown on your land, in your area—consistent with climatic conditions 
for you. 

Wont, let’s assume that the farmers vote these things out. Of course, 
support would go down. That is written into the law. 

Do most of your farmers up there feel that by doing this, and taking 
a couple of years to weather it, they could readjust quicker than seems 
possible now ¢ 

Mr. Siru. It is my thinking, that if quotas are voted down, of 
course, the obvious thing will happen, everyone will go to a maximum 
production and they will produce all the wheat they can on every 
acre they have available, and with the hopes that it would force a 
realistic approach to the wheat problem. 

We realize that along with the domestic parity plan, that if that 
were enacted there would be acreage control necessary. However 

Senator ScnorrreL. That was the next question I was going to ask 
you: How are we going to get away from domestic acreage control 
even if you go to parity plan? 

Mr. Smrrx. We have to be realistic about it. We know we have 
this huge carryover. We realize that some acreage control would be 
necessary. 

However, with the shift out of wheat production in areas where that 
shift could be made, there would be a tendency for the total acreage in 
wheat production to lower and then, with a realistic price, with a price 
at which we could compete in foreign markets, not dump in foreign 
markets, but could compete, and we had a price on wheat, in which it 
could be fed in feed-deficit areas, that we would increase the total 
disappearance to a point where, that we would begin to balance out, 
and in some years I would hesitate to estimate how many it would take, 
the necessity for acreage control would diminish as we worked off this 
carryover which now hangs so heavily on our heads. 

Senator Scuorrre.. I am interested in your viewpoint because you 
say, and I think you are right, that if they voted them out, they woald., 
plant all the wheat they wanted to. 
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Well, as you contend, and I think you are right again, that with 
the carryovers we have, the surpluses that we have, we would need 
acreage controls. So they would have to come to that step. 

Certainly, it cannot be expected that they would do it voluntarily, 
Am I right in my thinking on that? 

Mr. Smiru. Yes, sir; I believe you are correct. 

In thinking of acreage controls, one thing stands out in our minds 
about acreage control under the domestic parity plan as compared 
to acreage control under the present farm fourialatioia, There would 
be greater incentive toward compliance with acreage controls under 
the domestic parity plan. For the loss of income through the use 
of certificates or some mechanism like that, if it were withheld, if 
he did not comply, would certainly be more incentive to comply with 
acreage controls than under the present plan. 

Senator Scnorrret. I will grant you are right on that, but it would 
have to be compulsory acreage control with your domestic parity 
onmee it could not be based on a voluntary approach, let us assume 
that. 

What do you say about the historical wheat areas being protected / 

Mr. Smiru. I don’t believe I understand your question. 

Senator Scuorrren. For instance, there are certain other sections 
of the country—let us take the South with its cotton. They have to 
cut down. Let’s say in the rice areas, not too much given to wheat, 
but even they are going into wheat growing in a lot of places, and 
their production is much more. They have a shorter history than 
the historical wheat acreage areas in the Pacific Northwest or even 
in my State. 

Would you take into consideration or do you think we should take 
into consideration some fair, equitable approach to historical wheat 
areas first ? 

Mr. Smrru. Yes, sir; I do. 

Senator Scuorrre.. They cannot raise anything else in the western 
third of my State_on some of that semibottom land, which is not too 
frequent in there. When wheat is gone, the maizes, the dwarf vari- 
eties, and the hybrid varieties, is all they have left. They cannot go 
to soybeans, nor barley, nor oats, nor corn. I mean, successfully. 
The years they hit on these are so few that they just do not do it. 
They could not do it economically. So it is either wheat under the 
summer-fallow system, or under the constant croppage system, or it 
has to be those feteritas. If they had the opportunity to go in as in 
other sections where there is more rainfall, they could go to soybeans 
or hogs or oats or barley. I am sure you have the same situation 
up in the Pacific Northwest and a lot of places like that. That is 
the reason why I ask, How are you going to protect the historical 
wheat acreages in such areas, and don’t you think weighted considera- 
tion must be given to that ? 

Mr. Sarru. I believe that is only fair that a person has to recognize 
some historical background. I do not believe you can start off on the 
year 1953, for example. You would have to take a 5-year period 
and perhaps it might be necessary to adjust that as time went on. But 
recognition would have to be given for historical production. 

In our Oregon country, of course, we feel, we tell almost the same 
story as you have mentioned. Our only alternate crop is barley. We 
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have raised tremendous quantities of barley. Our total grain produc- 
tion in Oregon has increased under the present program. Only some 
of that shift has been from wheat to barley. But we still have more 
bushels of grain. ‘ . f 

Senator ScHorrret. On domestic parity, what figure have you set, 
or what have you heard discussed, or what do you recommend with 
reference to what that parity price should be? One gentleman said, 
“100 percent,” in testifying. Then, of course, we have the 90 percent 
and then we have a flexibility situatinn. Which of those three have 
you heard discussed or which do you think might do? I do not want 
to commit you. I know it is an open question of where we ought to go. 

Mr. Smrru. I think I can speak not only for myself but for the 
national association and certainly for the Oregon Wheat Growers 
League that we would favor only 100 percent of ny or full parity 
on that portion of the crop which was consumed for domestic food. 
We feel that that is only just. Most certainly, the tractors we buy, 
the gasoline we use, all of the commodities, we are competing in the 
labor market which is up in that level, it would be only fair that we 
should receive 100 percent of parity for that food that is eaten. 

However, the remaining portion of the crop, in effect, we would be 
willing to see go at free market price. 

Senator Scnorrrer. That is, the world price as related to our 
United States market. 

Mr. Suiru. I might say further that we feel that with the change- 
over which we are now entering into, of the modernized parity for- 
mula, we are changing over that to that formula, that that alone is 
quite a reduction in our return to the parity level of wheat. So we 
are making, we feel, considerable concession there because certainly 
under the modernized parity formula, the level of income would be 
level figured on the modernized parity formula as against the old 
parity formula. 

Senator ScHorrre.. No further questions, Mr. Chairman. 

Mr. Sarru. I have for the record those charts. 

Senator Scorr. They will be incorporated in the record. 

It has been a pleasure to have you testify, Mr. Smith. 

Mr. Smiru. Thank you, sir. 

(For further testimony on wheat, see p. 614.) 

Senator Scorr. The next witness listed is Mr. H. K. Smith, Jr., 
pee Arkansas Rice Growers Cooperative Association, Stutt- 
gart, Ark. 

Senator Scrorrret. Has Mr. Smith left a written statement he 
might want introduced in the record ? 

If he has a statement I would very much like to have a copy of it. 

Senaier Scorr. If it comes in later, we will have it put in the 
record. 


Next is Mr. H. G. Chalkley, Lake Charles, La. 
STATEMENT OF HENRY GEORGE CHALKLEY, LAKE CHARLES, LA. 


Mr. Cuatxtey. Mr. Chairman, I am Henry George Chalkley. I 
am a rice producer. I live at Lake Charles, La. I am also vice 
president representing Louisiana of the American Rice Growers 
Association. 
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The rice producers have suddenly been faced with a surplus prob- 
lem in 1955 and it is estimated the CCC will take over 52 percent of 
the 1954 rice crop. This tremendous surplus has been brought about 
by virtue of an increase in acreage in 1954 of approximately 20 per- 
cent over 1953 the part of which increase can be laid directly to the 
curtailment of the cotton acreage in Arkansas and California where 
the cotton diverted acreage by virtue of the relaxing of the require- 
ment from cross compliance was put into rice when it was taken out 
of cotton. 

Senator Scuorrret. In other words—if you do not mind my break- 
ing in there, if I may, Mr. Chairman, before I have to leave—there is 
an example now of, say, the diverted acres which no doubt must be 
like it is in the wheat situation, outside of the historical areas. In 
your instance it is rice grown outside of the historical areas. The 
diverted wheat acres are going into rice, your crop. 

Mr. Cuatxkiey. Yes, sir. 

Senator Scuorrret. Because you have no acreage control, I pre- 
sume. 

Mr. Cuaukuigy. That is right; we have no control. 

Senator Scuorrret. You have the biggest carryover in rice that 
you have ever had in this country, as I understand it? 

Mr. Cuarxuiey. That is correct, sir. 

The rice producers and the rice industry recommended practically 
unanimously to the Secretary of Agriculture in November and De- 
cember, 1953, that acreage controls be imposed to prevent the in- 
crease which took place. The Secretary, by virtue of the use of the 
formula under the law, felt that he was not authorized to place into 
effect acreage controls. 

I bring this out because up until October, 1953, we were under ex- 
port controls by the Department of Agriculture to assure the military 
services and the Korean effort of a sufficient quantity of rice to be 
used in the Orient. 

In October, the supposed commitments by the military were dropped 
and export controls removed which immediately began to show up as 
a result of nonmovement of rice by virtue of an indicated surplus. 

Rice, even though 52 percent of it is now being taken over from the 
1954 crop, has not been declared surplus for operation of Public Law 
480, even though there is a definite indication of the possibility of re- 
moving a tremendous amount of this surplus into the Orient by the 
operation of such a law as 480, on currency exchange. 

Senator Scuorrre.. You have a definite feeling that if it were 
declared surplus, it could be utilized there, and would be of some 
very decided assistance. 

Mr. CHaLKELEy. Yes, sir. 

Senator, the Associated Press, some two-and-a-half months ago, 
under the dateline of a Manila headline, stated that the Philippine 
Government was interested in importing 300,000 tons of rice as a 
minimum over the next 3-year period, 100,000 tons a year for which 
they were interested in procuring, according to the press release, a 
large portion of it from the American supply as it was similar to 
the type of rice preferred by the Filipinos. 

Senator Scuorrre:. In other words, there has been a demand for 
the rice, the type of rice raised in this country which is a white rice, 
especially in your area? 
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Mr. Cuatxuey. That is correct, sir, 

Senator Scuorrren. I am sure we have in our hearings informa- 
tion available as to the committee as to the oriental area transaction 
and request and why it was somewhat clouded and soft-pedaled. 

Mr. Cuacxuey. The rice is of several types. I am not speaking of 
varieties. I am speaking of types. It basically falls into 3 classifica- 
tions: glutinous, semiglutinous, and nonglutinous. Each type has its 
definite market. 

The Japanese, who in the past few years have been a good market for 
American rice, prefer the semiglutinous rice, or what we commonly 
call the pearl variety, even though they also take a large amount of 
our southern medium-grain rice of a type known as Zenith, whereas 
the Philippine and the other oriental areas like our long-grain rice 
which is raised only in the Southern States because it is a nonglutinous 
rice and is that type similar to what they raise themselves. 

The Secretary of Agriculture has filed and reported to the Congress, 
in accordance with Public Law 690 of the 83d Congress, the report 
of the study of the various 2-price systems of price support and 
marketing which could be made applicable to rice. It is rather inter- 
esting to note that in this report it definitely states that a 2-price or 
2-market system could be used advantageously in connection with the 
handling of rice but that it might bring on some international re- 
percussions. 

Now, to us as rice producers, this is rather a strange statement when 
it is a recorded fact that the United States produces less than 2 percent 
of the total rice produced in the world and that, while we are the 
third in size of the exporting nations, our exports, allowing the maxi- 
mum which we would have available, would represent approximately 
13 percent of the exported or exportable rice. It is the feeling of the 
producers in Louisiana and Texas, in which area the American Rice 

rowers Association operates, that the American market plus the 
preferential market, such as Cuba—which I will give you some 
information with regard—should be supported at a level of, say 90 
percent of parity and that the producer should be allowed to raise an 
amount in addition to his domestic portion in accordance with his 
own economic ability to produce. 

Thus, instead of producing rice, which might eventually or would 
eventually go to the Government as a surplus, it would be disposed 
of over and above the primary market in competition with the other 
rice-producing areas and would certainly not be a depressing factor 
as, even if our total crop was thrown on the world market, we are too 
small to be able to in any way affect the world price operation other 
than maybe one small area where a small deal might be effected. 

With regard to Cuba, there is a reciprocal trade agreement whereby 
Cuba, in consideration for the preferential treatment given her by the 
Sugar Act, has given a special preferential treatment to the importa- 
tion of rice which is required for their economic well-being; and, in 
accordance with the treaty arrangement, a preferential tariff of 50 
percent of that which is levied against the importation of rice, on 
3,250,000 quintals, which are roughly 100-pound packages, would be 
given plus the difference between the estimated consumption of rice 
in Cuba and this arbitrary or automatic quota. 

The duty on rice into Cuba is $3.70 per 100 kilograms. The prefer- 
ence to the United States rice would be reduced, would reduce that 
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duty to $1.85 per 100 kilograms. The treaty arrangement provides 
that on the Ist of July the Cuban Government will announce the 
basic low-duty import quota of 3,250,000 quintals plus 66 percent of 
the remaining amount necessary to complete the estimated require- 
ments for the entire quota year and that the other 34 percent will be 
announced not later than March 15. 

The State Department of the United States insists that we live up to 
the letter of our obligation, and particularly to Cuba, as regards sugar 
but does not require Cuba to live up to her commitment by virtue of 
the reciprocal agreement. Not only did Cuba not issue the supple- 
mental quota as set out by the agreement; it announced only the 
3,250,000 quintals; it put on a sales tax on the imported rice, which 
is contrary, as I understand it, to their agreement; and it did not 
apply to their own rice that they are raising in Cuba; but they have 
not as yet issued the supplemental quota which normally would bring 
the consumption of rice, or the importation-of rice into Cuba, up to 
around 41% to 5 million quintals. 

It also issued import licenses, and those licenses were issued to indi- 
viduals and not available to the exporters from this country. 

We feel that when your honored committee studies the document 
which has been presented by the Secretary in connection with a 2-price 
or 2-market system for rice, you will find that this document, I believe, 
bears out the contention of the rice producer and the rice industry that 
a 2-price or 2-market plan would allow the producer of this rice to 
go into the world market and dispose of the larger portion of this 
surplus without being forced to ask the Government to take over 
these surpluses and then the Government to dispose of them, have to 


use the same type of mechanics which, if available to the producers, 
would save the Government an awful lot of money by virtue of having 
to take over this commodity and then dispose of it and before its dis- 
position to actually store it and care for it, because rice, as with all 
grain, isa ets produce when stored over a long period of time. 


Senator . Right there, Mr. Chalkley, while our State—and I 
am from North Carolina; we used to be one of the dominant rice- 
growing States. I don’t reckon there is any there now. 

Mr. Cua.LKiey. Some in South Carolina but not in North Carolina. 

Senator Scorr. We did grow a lot, but that was before the Civil 
War. Iam not familiar with that storage ability of rice itself. 

Mr. Cuauxiey. Yes, sir. 

We feel that the Government is subsidizing the exportation of wheat 
in areas which normally grow rice. We are not interested in subsidiza- 
tion; we think that is the wrong approach to our surplus problems. 
We also know that acreage curtailment can only end in disaster be- 
cause, as we turn it over to the Commodity Credit, it remains there as 
a constant threat to the market ; and, when the supply reaches a certain 
amount, again we take a curtailment. And rice is the most highly 
mechanized and probably the most expensive crop per acre to raise 
because it must be irrigated, and the economics of rice production are 
such that much curtailment means economic disaster to an area which 
has produced rice for over 200 years. 

Therefore, we feel that we are only attempting to bring to your 
attention the fact that we, as an industry, are willing, if given the 
mechanics of a two-market system, to dispose of the rice which we 
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raise, allowing that we should be protected in this primary market, 
which is the United States and Cuba, basically, by virtue of the con- 
cessions which we already give Cuba, and that the surplus that each 
producer has can be disposed of in a perfectly normal manner in the 
competition with the world’s market, realizing that currency exchange 
has its definite place in the world market, because we feel that trade 
is the greatest method of maintaining a balance in the world as far as 
its people, because in the Orient alone a great part of the unrest is due 
to people having insufficient food to eat, and we have been approached 
as an industry on the possibility of making available in some mg not 
only to the Philippines but to Japan and also to India some of this 
surplus rice which we have. 

Senator Scorr. That is the tragedy of the present day. We have 
an abundance of everything and yet a third of the people in the world 
or two-thirds are going hungry every night. It seems like there 
ought to be enough ingenuity to get together on that somehow. 

Mr. Cuatkiey. Realizing the danger of some—— 

Senator Scorr. I don’t mean to give it away either. 

Mr. CuHatkiey. I don’t mean to give it away but maybe with the 
danger of some contradiction of my figures, the United States Govern- 
ment will own somewhere between 800 and 900 thousand tons of rice 
within the next few weeks. 

We know that the Philippines needs 100,000 tons. Japan has in- 
dicated that she needs about 300,000 tons and India, according to a 
statement which I read, says they need over 400,000 tons. I would 
certainly be interested in seeing some method worked out whereby 
we could sell to those areas 800,000 tons of rice, as I have outlined it 


there, which would leave our Government with a very small amount 
of rice and we would not be bryce ey en of us. 


Senator Scorr. Don’t you think there is enough business ingenuity 
in this country to work it out if we set our heads to it ? 

Mr. Cuatkiey. Yes, but we have to have some assistance in the form 
of laws to allow us to work it out. 

In other words, we have in this country tariffs which protect our 
industries and our labor. We, as farmers, are simply asking Congress 
to pass a tariff in reverse to protect us but to allow us to do business as 
all business does in the competition in the world market at a price less 
than the American consumer pays. 

Off the record, please. 

(Discussion off the record.) 

Mr. THompson. I think it would be excellent to put it in the record, 
if he wishes to make it, Mr. Chalkley’s statement to the effect that we 
would bring jute from India and those countries. 

Mr. CuatK.ey. India and Pakistan and they are interested in buy- 
iny rice from somebody and if we could make some arrangement 
whereby we could get these things working together, we could get our 
jute and they amd oct their rice. 

Senator Scorr. And they need the rice. 

Mr. Cuatxtey. And we have got to have the jute. 

Senator Scorr. It looks like we could work it out some way. In 
other words, I am sympathetic tc you as one member of the committee 
to working these things out. Of course, we are just-—— 

Mr. CuaLKeEy. I will tell you, Senator, we, as an industry, are at 
a loss to understand the action of our Government in encouraging the 
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disposition of other Government surpluses which are the same sur- 
plus which we in the country have. We feel that certainly we should 
all attempt to keep from tipping the boat, but at the same time, I don’t 
think we should give them all the oars. I think we should have an 
oar in this ourselves and as we work out this, let us work it out, both 
of us. We are not attempting to take Burma and Thailand. 

Senator Scorr. We ought to have at least a copilot. 

Mr. Cuakuey. That is correct. A part of this rice that has be- 
come surplus was produced at the request of the Government who 
felt that rice was probably one of the greatest armament discouragers 
and peace promoters in the Orient. And, as I say, without any warn- 
ing, export controls were put on us and without any warning they 
were taken off of us and we are not a factory. It takes us at least 12 
months to produce a crop and when we start it, we can’t turn it off. 
There is no way in the world. The Lord is the only person who can 
turn it off. 

Senator Scorr. So many people just don’t understand the farmer’s 

viewpoint on all these things. In the milk business, also, you can go 
back to when are you going to control your milk. It is not just 
whether you are going to let the cow come fresh this month or next 
month. Nature takes care of most of that. I remember an advertise- 
ment. I mentioned it here somewhere before, an advertisement by 
Swift & Co. a good many years ago when they were protesting some 
of the controls that they had. They had a picture of a short-horned 
cow and a little baby calf and the caption, “Nature knows no shut- 
down.” That is eternally true clear across the agricultural board. 
You have to work with nature if you are going to do anything. It 
takes it with a cow, how far back are you going to go. You certainly 
have got to breed the cow and it is certainly 9 months before you are 
going to have the calf and it is another week before you are going to 
use the milk and you eertainly can’t make the cow come fresh any 
quicker than nature says so. You go beyond that before you got the 
cow; you have got to raise that cow as a heifer and that is 2 or 3 
years, and before you do that you have got to have your plans and 
vour buildings and your fences and your grasses and so on. 
* The agricultural faucet can’t be turned off overnight. You can’t 
do it, net only in your rice business but in the dairy business, in the 
chicken business. You can say, “Well, sell the chickens.” Yes, that 
is all right but then you can’t get back into the picture any time soon. 
You have got all your equipment, all your overhead that deteriorates. 
You have got taxes and everything else. If that is your business, you 
have got to stay in it. 

And what part the Government plays in this picture is a big part 
here. It seems to me that the Government has got a very definite 
responsibility, not only to farmers in the rice growing area, but clear 
across the board, ih citrus and everything else. It is not an easy 
thing to work out but just to arbitrarily tell you as a rice grower that 
this is what we did yesterday, with no warning to you. It is just not 
quite fair on the part of the Government of which we are a part, as 
individuals. 

Mr. Cuarktey. Senator, I would like to put in the record this 
statement, this year, by virtue of this surplus which I have just de- 
scribed, the rice industry is taking a reduction in acreage equal to, in 
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excess of 25 percent of last year’s acreage. Unless some method is 
found to allow for the disposition of the surplus production which we 
are going to produce this year, on the allocated acreage, we are going 
to have to take an additional reduction next year because all this is 
doing is confining our operation to the domestic and the Cuban market 
and already, as I have indicated from the figures released by the De- 
partment of Agriculture, the Commodity Credit will have a sufficient 
amount of rice on hand at the start of the marketing year, on August 
1, to supply all of that demand for 1 year without the crop we are 
raising now. So, all we would be doing, or all we are doing is cer- 
tainly putting ourselves out of business unless we can find some means 
+o allow the rice to move into those channels where it is needed. 

Rice is a food and a person can eat just so much food a day and every 
day’s consumption which is lost cannot be regained because he can’t 
eat twice as much tomorrow. With fabrics—and I am interested in 
the cotton area—he might buy 2 suits, he isn’t going to buy them very 
long, but rice he can’t eat 2 meals when 1 will fill his belly, if you will 
pardon the expression. ‘ie70 

Senator Scorr. Thank you for your statement. I think it has been 
very good and helpful and I hope we can do something for you. 

Mr. Cuatkiey. I hope you can do something, too, Senator; be- 
cause we want to be in a position to go out and do some trading on our 
own in a manner which is approved by our Government, because today 
if we want to do business, in those countries in Asia, the Government 
holds a monopoly on all rice in Asia. The trade is by the Govern- 
ment. Therefore, we, as individuals cannot go to trade with any of 
those gevernments without the permission of our own Government, 


which is our State Department, which so far has discouraged our 
a to do any trading. 


(Whereupon, the subcommittee adjourned at 12:05 o'clock p. m., 
to reconvene Wednesday, March 23, 1955, at 10: 00 o’clock a. “) 
(Additional statements filed with the subcommittee are as follows :) 


STATEMENT FILED By Davin R. WINTERMANN, PRESIDENT, AMERICAN RICE GROWERS 
COOPERATIVE ASSOCIATION, EAGLE LAKE, TEX. 


My name is David Wintermann. I am president of the American Rice Growers 
Cooperative Association which is made up of 18 member divisions primarily 
engaged in the marketing of 25 percent of the rice grown in Texas and Louisiana. 

I wish to thank the committee for the invitation to file a statement concerning 
recommendations for the disposal of surplus rice stocks. 

As a farmer, I know that the 90 percent parity support loan has diverted the 
rice into loan rather than into the export markets in the face of declining world 
prices. On January 15, 1955, the parity price of rice was $5.46 per hundred- 
weight while the market price was $4.46. 

On January 31, 1955, the U. S. D. A. reports 30,441,000 hundredweight under 
Government support. From the milling of that rice we should expect to recover 
20,699,000 hundredweight of clean rice composed of 14,611,000 hundredweight 
whole grains and 6,088,000 hundredweight broken grains. These are figures based 
on normal milling recoveries. 

In disposing of the surplus we would like to recommend that insofar as possi- 
ble the Government use the private trade channels in order not to disrupt our 
normal marketing agencies. 

We would also ask that surplus not be disposed of in the domestic, territorial, 
or Cuban market, the exception being of rice donated to domestic agencies eli- 
gible under section 416 of the Agricultural Act of 1949, as amended. On that 
we would recommend the present 200,000 hundredweight of rice be increased, 
especially the 140,000 hundredweight set aside for school-lunch programs. : 
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High prices have prevented movement of rice into export markets. Therefore 
we would recommend that CCC adjust the prices to facilitate the movement 
of rice and make every effort to trade with Japan, India, Ryukus, Ceylon, Indo- 
nesia, and the Philippines. I know a loss would be incurred, but I believe we 
would be far better off to take our loss now than to allow the grain to lie ip 
storage for years with probability of even greater loss. 

I’d like to commend the USDA for the excellent report on the study of the 
two-price system for rice. Table 4 lists the major importing countries of the 
world, and table 5 lists the countries to which the United States has exported 
rice. These tables indicate possible markets for our surplus, and it is my 
sincere hope that by price adjustment the United States may move out a major 
portion of the surplus. 


GREENVILLE, Miss., March 14, 1955. 
Hon. JAMEs O. EASTLAND, 
Chairman, Subcommittee on Disposal of Agricultural Surpluses, 
Washington, D. C. 


Dear Mr. EASTLAND: Mr. Chairman, members of subcommittee of the Senate 
Committee on Agriculture and Forestry, I submit for the record this statement in 
behalf of the rice producers of Mississippi, concerning the disposal of Commodity 
Credit Corporation held stocks of rice. During the year just past Mississippi pro- 
ducers of rice placed under support loans 1,400,000 hundredweight of rough rice 
at a cost that ran from one-fifth to one-third the total money value of the lot, 
At the present day costs of production, no crop can stand any such deduction 
and leave the producer a living wage, in fact, most of the Mississippi producers 
who did not have cheap storage took a loss. We mean by cheap, something to 
cost less than one-fifth of the crop to carry until March 1. Every effort was 
made to acquire bulk storage and to have rice placed under the guaranteed 
occupancy agreement so that we could secure local financing for additional 
storage. but were turned down by the Government and the banks. It all boils 
down to one thing: We must sell, or we must have a market, when the rice is dry 
and ready for movement to storage or mills. In fact, Mississippi producers can- 
not stand another storage program like last year. 

Therefore, we suggest that the Department of Agriculture sell CCC stocks 
now at the world price, to anyone wishing to buy, even in Japan. Also, we 
think that Cuba should be forced to live up to the rice agreements. It would 
seem to us that now is the time to stop spending American cash for elabo- 
rate experiment stations in foreign countries to further increase foreign produc- 
tion. To put it bluntly, let’s get rid of this surplus. 

Sincerely yours, 
. Rex L. Krmseret, 
President, Mississippi Rice Marketing Association. 
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MONDAY, MARCH 21, 1955 


Untrep Srares Senate, 
SUBCOMMITTEE ON THE DisposaL oF AGRICULTURAL 
SURPLUSES OF THE COMMITTEE ON AGRICULTURE AND Forestry, 
Lakeland, Fla. 

The subcommittee met, pursuant to notice, at 9: 30 a. m. in the audi- 

ores of the Florida Citrus Mutual, Senator Spessard L. Holland 
residing. 
7 Present: Senators Eastland, Holland, and Schoeppel. 

Also present: Senator Smathers, of Florida. 

Senator Hotianp. By the courtesy of the chairman of the subcom- 
mittee, Senator Eastland, of Mississippi, I call the meeting to order. 

We are glad to be here in this auditorium of Citrus Mutual, which 
has something over 7,000 grower members, and other members, suffi- 
cient to give control of better than 80 percent of the tonnage of the 
State. 

I think the first thing in order would be for me to present the dis- 
tinguished members of this subcommittee who are present. 

Our chairman is himself a substantial planter of cotton, from Mis- 
sissippi, a splendid lawyer; you have heard of him a great deal 
recently, and you will more in the future, as chairman of the com- 
mittee in the Senate having to do with internal security and subversive 
matters in our country. 

He is a ranking member of the Judiciary Committee of the Senate, 
and a member of the Agriculture and Forestry Committee, in which 
capacity he is the chairman of this subcommittee. 

Incidentally, he has his little boy with him here to show him some 
of the beauties of Florida. 

I am particularly happy to present to you first, therefore, Senator 
anes ano of Mississippi, who really should be presiding. 

Applause. 

n my right is a distinguished Senator for whom I have great 
affection, for whom I first learned to have respect when we served 
together as governors. 

We were on the executive committee of the national governors’ con- 
ference together. He was a great governor, and he is a great Senator. 
He represents the first State of the Nation in wheat production. 

I want to tell you, while these two Senators come from areas that 
are primarily the producers of basics, cotton in the one case and wheat 
in the other, they hive shown every sympathy and understanding and 
consideration for the problems of every other agricultural industry 
in the Nation. 


519 
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Senator Schoeppel, incidentally, is one of those men who have 
worked miracles politically. He went over to the State of Nebraska to 
go to school, was captain of the football team which beat his own State’s 
university team the first time in history, and one of the few times in 
history, and then went back to his own State to be elected Governor 
and Senator. 

I present to you, with much affection, Senator Schoeppel of Kansas. 
[ Applause. ] 

Now, there are few pleasures that come quite as great as the one I 
shall have now, to present to you my own junior colleague, holding 
now, as he does, important posts through the Committees on Finance 
and Interstate and Foreign Commerce in the Senate, besides holding 
membership on the Special Committee on Small Business. 

I think he has made probably one of the finest beginnings that any 
Senator of his years of service has made within my experience; a fine 
record in the Department of Justice, a fine record as a marine, a fine 
record in the House, that we never refer to in the Senate as the lower 
house, because that is almost fighting talk, but some people refer to 
it as the lower House; and now serving his fourth year in the Senate 
of the United States, where he serves with distinction, George Smath- 
ers. [Applause.] 

Senator Smaruers. I might say that Congressman Peterson joins 
me in resenting “the lower House.” 

Senator Hotzanp. I made is very clear that we in the Senate learned 
well a long time ago. 

By the way, since you mentioned Congressman Peterson, although 


he is not yet in the ONTO I hope he will take a bow at this time. 
e 


We have with us, likewise, the assistant chief clerk of the Senate 
Committee on Agriculture and Forestry, who has been loaned to this 
subcommittee for this meeting, Mr. Jim Kendall, also of Kansas, I 
believe. [ Applause. ] 

Pinch hitting for the counsel to the subcommittee, I have been al- 
lowed by the committee to bring with me my administrative assistant 
who, of course, came to Florida with great reluctance, and especially 
to Lakeland, since it was his native town, and you can realize how 
happy he was to receive that assignment, Ralph Davis. [Applause. | 

From the Department of State, because there is a matter of interna- 
tional relations involved in this hearing, there was assigned as staff 
member, Tony Merrill. Is Tony here? [Applause.] 

Congressman Haley was invited to be here, and was the first man on 
the job arranging the hearing. His administrative assistant, Joe 
Fuller, who is a Lakelander, has been here for some days arranging 
the hearing. 

The first man to greet us when we came here was Jim. Within a few 
minutes came wires from Washington, one from the Speaker, Sam 
Rayburn, and another from the leader of his party, John Stoic. 
notifying him that an important vote was coming on in the House 
today, and for him to get himself back te Washington, so Jim had to 
leave almost in tears yesterday afternoon to get back on the job this 
morning. 

His administrative assistant, though, Joe Fuller, is here, and I hope 
Joe will take a bow at thistime. [Applause. ] 
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I believe that completes the introduction of the personnel who are 
here with us, other than the able reporter here. 

I now suggest that, for the purpose of presentation of other digni- 
taries, that we turn the committee over to our own distinguished Perry 
Murray, not only a Member of the House from Polk County, Imperial 
Polk, if I may say so modestly, but also president of Citrus Mutual, 
who, I understand, will make a brief address of welcome and who, I 
think, can better present the visiting dignitaries than I can, because 
he will be more apt to know who all are here. 

Perry, will you take over at this stage! 

Mr. Murray. Mr. Chairman, Senator Eastland, Senator Schoeppel, 
Senator Smathers, to say that you gentlemen are welcome here today 
is the understatement of the year, I think. 

We are delighted that you are here. We are vitally interested in 
this matter of exporting citrus fruits, especially grapefruit. 

I think that we can safely say that over a period of years, we do 
have the surplus of grapefruit, and it is a problem to realize a profit 
on the sale of grapefruit. 

We have created in Mutual an export department which is headed 
by Mr. Martin Hearn. Mr. Hearn, would you standup? He has had 
considerable experience in this work. [Applause.] 

I would like to present Mr. Robert W. Rutledge, the general man- 
ager of Mutual. is Mr. Rutledge in the room? [Applause. ] 

Mr. Rurieper. Mr. Murray, the only thing I can add to your words 
of welcome is that when I was in Washington the early part of last 
week, we were received there with great courtesy and, as usual, I would 
like to take this opportunity to sincerely thank Senator Holland for 
his very grand and sincere help that he has lent to us on every project. 

Any time we go to Washington—and Senator Smathers, as well— 
we receive that most wonderful help. 

We just wanted to thank you again, Senator Holland and Senator 
Smathers. 

Senator Hotzanp. Thank you, sir. 

Mr. Murray. At this time I would like to present Mr. J. C. Morton, 
who is chairman of the export committee of Florida Citrus Mutual. 
es 

Senator Hottann. You did not say it, but I judge he is still Scotch? 

Mr. Murray. Yes, sir; he still is. 

Mr. Glynn Davies is the export manager of Pasco Packing Co. He 
is not here. 

Mr. J. R. Winston, the senior horticulturist, United States Depart- 
ment of Agriculture, Orlando. Is Mr. Winston here? [Applause. ] 

Mr. C. C, Rathbun, executive secretary, Florida Canners Associa- 
tion, Tampa. 

Mr. Marvin Walker, general manager, Florida Citrus Canners Co- 
operative, Lake Wales. Mr. Walker is a little late in getting here. 

Mr. Homer Hooks, marketing manager, Florida Citrus Canners 
Cooperative, [Applause. ] 

Mr. Jack Welsh. with the American National Foods. Mr. Welsh 


has had years of experience in exports. [Applause.] 
I believe that concludes the presentations. 
_ Senator Horzanp. May I supplement this with one or two addi- 
tional ones? I notice here Joffre C. David, the head of the Florida 
60149—55—pt. 216 
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Fruit and Vegetable Association, which has considerable stake in this 
matter also, and I know Bob Evans, the executive head of the Florida 
Citrus Commission, is also here. 

There are probably others, because I think everybody here has a 
post of real responsibility. 

This is not an ordinary growers’ meeting, in the ordinary sense, 
because the export problem is a highly technical one. 

I see Dr. Hamilton, for instance, from the University of Florida. 
Doctor, would you stand up? 

I noticed a delegation if ous technicians from the State institutions 
of learning, and the Agricultural Extension Service, and similar 
bodies, all of whom we are glad to have, 

Mr. Murray. Senator, if you would permit .me, I would like to 
resent Mr. H. N. Baron, marketing manager, Citrus Exchange; and 
fr. Jack Berry, an export broker from New York. I said New York, 

he is really from Winter Haven. 

On behalf of the citrus growers of the State, I want to express my 
appreciation to you gentlemen for coming down here. We have 
some real problems, and we deeply appreciate the opportunity of 
presenting these problems to you. 

Senator Hotianp. Thank you very much, Mr. Murray. Mr. Mur- 
ray is the former speaker of our house, and one of our ablest public 
servants, serving now as president of the Florida Citrus Mutual. 


Now, a brief word of explanation about this committee’s presence 
here: This committee, pursuant to a resolution offered by its distin- 
guished chairman, Senator Eastland, of Mississippi, is examining 
into the export business of agricultural commodities throughout the 


Nation. 

I think everyone here knows that in the reduction of our exports, 
very unhappy reduction, that has followed World War II, the agri- 
cultural ientoataion have been the chief sufferers. While most of the 
heavy industries have been able to show even a little progress, a little 
increase, agriculture has fallen off and off, hence the existence of this 
committee. 5 

This committee has been able to receive in Washington testimony 
affecting some of our basic crops—such, for instance, as cotton, be- 
cause the cotton industry maintains quite extensive offices nearby, 
or even in Washington; in wheat, because of the same fact; in to- 
bacco, because of the same reason; but when it came to studying the 
situation relative to fruits and fruit products, we realized that the 
Florida citrus industry is right at the top of its season, and so Sena- 
tor Eastland was kind enough to suggest that our first meeting out- 
side of Washington should be held down here, so that the Florida 
citrus industry which, as we all know, is almost two-thirds of the 
national citrus industry at this time, would have an opportunity to 
give a presentation of its ree in connection with the shrinkage 
of its export business, and the lack of opportunity to rebuild or to 
build new markets. 

The export trade has been suffering, and also has been in the dol- 
drums of various kinds, and I am not even going to recite them at 
this time, because able witnesses will testify on this matter. 

The witnesses, I notice, have been reduced to a minimum. [ see 
on the agenda only eight, and I see each of you is a technician, and 
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is a specially qualified man, and several of you are men who have 
recently had business trips to the European market and can give to 
this committee late reports of the situation which you found there. 

We realize, of course, there have been complaints addressed to the 
Department of Agriculture and to the Foreign Agricultural Opera- 
tions, and to the Department of State and to other public agencies. 

We hope that you will have occasion to state the basis for your 
complaints, and we hope that those complaints will be stated fully, 
but measurably and tolerantly, because what we are trying to do is 
to find out what needs to be done, that can be done, whether it is by 
Federal Government, State government or State agencies, private 
industry here or wherever else it may be done, to help correct the 
situation. 

May I say, too, that we are equally interested in the problems of 
other fruit areas, both the citrus areas and those producing deciduous 
fruits and the dried fruits and the like. 

Before I call the first witness, I want to say that one of the ques- 
tions which has been an open question for several months was de- 
cided in our favor last week. 

You may remember that while there has been some export going 
on, both private export with the help of section 32 funds, and export 
under the FOA program, we have been denied any participation 
under Public Law 480, that is, dealing with surplus commodity ex- 
ports, because the Department of Agriculture had not, up until last 
week, ruled any of the fruit industries as being in surplus produc- 
tion, so that they could participate in that program. 

Last week the Secretary of Agriculture ruled that grapefruit, 
insofar as citrus is concerned, is on a surplus basis and can participate 
and, at the same time, he ruled that dried raisins and prunes, which 
fall within the same classification, were in surplus and could fall 
Leo the surplus export program being carried on under Public 

aw 480. 

At this time, in the beginning of the hearings and in the hope 
that that question is now behind us so that we will not have to be in 
a position of having it dealt with by the witnesses, I will file for 
the record a letter, dated March 14, to me from the Assistant Secretar 
of Agriculture, Mr. Earl L. Butz, notifying us of the ruling which 
does admit paar es to the status of a surplus agricultural com- 
modity ; at the same time, the Secretary ruled that raisins and prunes 
fell within the same category. 

(The letter referred to follows 9) 


DEPARTMENT OF AGRICULTURE, 
Orrice oF THE SECRETARY, 


Washington, March 14, 1955. 
Hon. Spessarp Li. HOLLAND, 


United States Senate. 


Dear SENATOR HOLLAND: This letter will confirm our conversation of last week 
relative to the inclusion of fruit items in country programs being negotiated 
under title I of Public Law 480. 

At the present time negotiations are being carried forward with Finland, 
Denmark, and Austria with proposals to include surplus American fruit in 
each of those country programs. 

While these three countries desire canned and dried fruits, including prunes 
and raisins, it is anticipated that other country programs still to be negotiated 
will involve citrus fruits which may be in surplus. At the present time grape- 
fruit is in surplus and qualifies under the program. 
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As you know, negotiations are currently under way with the United Kingdom 
for a combination program involving title I of Public Law 480 and section 402 
of the FOA appropriation. This will be a package deal. It is currently con- 
templated that under the section 402 appropriation the sum of $15 million of 
appropriation will be included in the United Kingdom deal. 

We appreciate your continued interest in the rebuilding of the export market 
for American products and we assure our cooperation in making the surplus 
export program work in the best way possible. 

With kindest regards, I am 

Sincerely yours, 
Ear. L, Burz, Assistant Secretary. 

Senator Hotianp. Now, I have taken a little while for our intro- 
duction and for clearing the decks, but I think we are ready for the 
presentation of evidence. 

I am going to ask that the first witness shown on the agenda, Mr. 
J. C. Morton, chairman of the Florida Citrus Mutual Export Com- 
mittee, be given a chance to make his presentation. 

Mr. Morton. 

Please take your seat; but before you proceed, I think I should 
have suggested that if there be additional or supplemental statements 
which any of my distinguished colleagues here would like to make, 
to supplement the altogether sketchy statement that I have made, | 
would be so happy to have them do so. 

Senator Eastland ? 

Senator Easttanp. No comments. 

Senator HoLLanp. Senator Schoeppel ? 

Senator ScHorrrrn, No questions. I think you have covered it 
very well. 

Senator HoLttanp. Senator Smathers. ? 

Senator Smarners. No, sir; I think you have covered it com- 
pletely. 

Senator Honianp. I never saw so much unanimity in something 
that happens somewhere in Florida. I can assure you this would 
not have happened in a committee room of the United States Sen- 
ate. [Laughter.] 

You may proceed. 


STATEMENT OF J. C. MORTON, CHAIRMAN, EXPORT COMMITTEE, 
FLORIDA CITRUS MUTUAL, AUBURNDALE, FLA. 


Mr. Morron. Gentlemen, we are nor happy you have taken time in 


your busy lives to come down and help us m this very great export 
problem. 

As chairman of the Mutual Export Committee, and I have been very 
close to it and know the work that has been done both here and in 
Washington, in order to help the citrus growers of Florida, I know 
of your efforts on our behalf. 

I shall not take up your time with any presentation of any state- 
ment because there are thosé who are following me on the program 
who are more qualified to speak from more immediate contact than 
Iam. 

I just want to express to you, and I express, I think, the regret of 
the whole citrus industry that Mr. Glynn Davies of the Pasco Pack- 
ing Co., one of the largest citrus organizations in the State, is un- 
able to be with us. However, he has presented a statement here 
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which I am going to ask you to put in the record, and it will be a 
valuable statement because, perhaps, there is no man in the State 
who has devoted more time to the export of citrus or traveled more 
in the interest of the citrus industry as far as exports are concerned, 
than has Glynn Davies, and I feel very sure his statement will not 
only be valuable but very authoritative and worthy of your consider- 


ation. 
Senator HoLtLanpb. The statement will be admitted into the record. 


STATEMENT FILED BY GLYNN DAVIES, Pasco PAacKING Co., Dape Crry, Fra. 


SUMMARY AND CONCLUSIONS 


Trade between soft and hard currency countries still presents a most difficult. 
problem. The dollar shortage in some countries continues as an excuse for 
excluding the purchase of fruit and fruit products from hard currency areas. 
In certain cases the use of dollars has been prohibited for the purchase of fruit 
for their own needs but has been granted to cover purchases to be shipped to 
other countries. Such practices are openly recognized as. being purely currency 
manipulations and have little bearing upon the actual exchange of commodities 
as such. 

Currency convertibility is the basic, fundamental problem in arranging for 
the exchange of goods and services and any foreign trade; therefore, can expect 
to continue on an uncertain and unsatisfactory level until the currency problem is 
resolved. 

The proclaimed shortage of dollars still serves for exempting purchases from 
the United States by refusing to issue dollar licenses, but the validity of this 
shortage is in certain instances of a highly questionable nature. 

Those most familiar with the distribution and marketing of fruits and 
vegetables on an international basis are not so much concerned about the 
problems involved in disposing of current production under a free trade system. 
What worries importers and exporters today are the uncertainties and the fear 
that conditions will become worse before they get better because of the restricted 
and highly protectionist policies. 

The export payment program as developed and operated by the United States 
Department of Agriculture has both friends and enemies. For the domestic 
grower and imported it is looked upon most favorably; to competitive growers 
and shippers in other lands it is considered unfair. 

In the West Indies it has become a major political issue. (The Communist 
affair in British Guinea is repeatedly referred to. The British Government 
subsidized the West Indies citrus industry to the extent of $36 million. The 
West Indies now demand protection from Florida’s low prices and fine quality. 
The British Government have given assurance that the West Indies will be 
consulted before any purchase of United States citrus fruit or products is 
permitted under any scheme whatsoever. ) 

In my view, Europe is capable of absorbing larger quantities of fresh citrus 
and citrus products than prewar but to bring it about we must first have removal, 
or at least, substituted curtailment of controls and restrictions such as import 
permits, dollar licenses, and currency convertibility. 


ENGLAND 


The Ministry of Food ceased to exist as of September 30, 1954. They have 
been absorbed by the Department of Agriculture, and they will advise the board 
of trade who, in turn, issue licenses to bring in the food requirements. The 
Treasury is the final authority and provides the dollars. The board of trade 
is just the machinery of licensing. 

In 1952 Great Britain imported about $15 million worth of fresh fruits, 
canned fruits, and dried fruits from the U. S. A. If the same supply conditions 
existed in the U. 8. A. for 1954, about $25 to $30 million is all that would be 
necessary to ease the surplus situation and, at the same time, satisfy the British 
consumers’ requirements. 

As far as citrus is concerned, the British Government could not live with a 
citrus subsidy from the U. 8. A. They have committed themselves to favor their 
colonies and no further purchases will be made under any assistance device, 
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without the colonial governments being fully consulted in advance of any deci- 
sion. With such commitments we cannot possibly win any arguments by point- 
ing out our problems. I was assured very early last year in Dngland that there 
would be no subsidy. 

Florida grapefruit sections are better than those produced in the West Indies 
and we do not need a subsidy to compete as far as prices are concerned, but 
we have to find the ways and means to get them in here and not upset the 
West Indians who, in a nutshell, want what amounts to higher prices for an 
inferior quality. Unfortunately, the United States Department of Agriculture 
has very little information on the Jamaican, West Indian and British Honduras 
citrus production or disposition of their crop. 

The production in these areas appears to be not over 300,000 cases of grape- 
fruit sections, basis 2’s. The British market can handle 1 to 2 million cases of 
Florida grapefruit sections. 

When we consider that the British Government subsidized the production of 
citrus fruit in Jamaica, it must be realized that some plan has got to be worked 
out to dispose of the Jamaican citrus crop, at the prices which they have been 
getting and, if that could be done, they could not possibly object to our selling 
grapefruit sections in England. 

This looks like a difficult problem. At the same time I doubt whether the 
problem has been tackled and prefer to believe that they have relied on the fact 
that they can exclude us more on political than on economic grounds. 

If the British Government agreed to buy $25 million of canned, dried, and 
fresh fruits in the United States and issued licenses without restriction to 
English merchants until the money were used up, I feel that the laws of supply, 
demand, and competition would, more or less, take care of the whole problem 
and supply the canned, dried, and fresh fruits which the trade in England advises 
can be consumed. However, after talking with many officials, I do not believe 
they would consider such a plan. 

Let everybody remember that competition will enter into this business when 
restrictions are removed, and although South Africa and Australia will pro- 
vide plenty of competition for Californian canned peaches, California will have 
a great advantage over the rest of the world in dried prunes. Florida, like- 
wise, will have an advantage in grapefruit sections. 

The British object to subsidies on canned and fresh citrus and also dried 
fruit because it interferes with their colonial commitments. They do not object 
to the subsidies from which they benefit on wheat, butter, tobacco, etc. 

I believe that as an industry we have done everything we can in cooperating 
with the Foreign Agricultural Service in Washington to try and get access to 
the British market on citrus fruits and juices and, in particular, grapefruit 
sections, but it is my belief that nothing will ever be accomplished by any indi- 
vidual in this industry“to bring about the purchase of any citrus products by 
the British Government and that if we are going to ever succeed in getting back 
into this vast market, which we need so badly, it can only be accomplished at 
the highest cabinet level. 


Senator Hotzanp. Mr. Davies has recently made a personal trip to 
Europe in an effort to rebuild markets; is that not true? 

Mr. Morton. That is true. 

Senator Hottanp. Does his statement cover the experiences that 
he had during the course of that visit ? 

Mr. Morton. Yes, and his observations on the various aspects of 
the export trade as he saw it. 

Senator Horzanp. You prefer not to be questioned, I take it from 
your statement, with reference to the specific contacts overseas with 
representatives of foreign fruit-handling industries, as well as with 
the representatives of our own Government and the representatives 
of foreign governments; is that correct ? 

Mr. Morton. I would rather not, because there are those coming 
behind me who are more qualified from direct experience to speak. 

Senator Hotiann. All right. : : 

May I say that in allowing Mr. Davies’ statement to go in the record, 
which we are glad to do, we reserve the right to address to him ques- 
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tions to amplify any of the points that he makes, in the event we find, 
upon examination, that the statement seems to indicate the need for 
further amplification, in order that we may be better informed. 

Mr. Morton. I am sure Glynn Davies would be very happy to ans- 
wer them. 

Senator Hotzianp. Senator Eastland, any questions? 

Senator Easrianp. No questions. 

Senator Hotnianp. Senator Schoeppel, any questions ? 

Senator Scuorrrer. No questions. 

Senator Hotuanp. Senator Smathers, any questions? 

Senator Smatuers. No questions. 

Senator Hotianp. Thank you very much, Mr. Morton. 

The second witness I will call is Mr. Martin Hearn, export coordi- 
nator of the Florida Citrus Mutual. 

Mr. Hearn. 


STATEMENT OF MARTIN E. HEARN, EXPORT COORDINATOR, 
FLORIDA CITRUS MUTUAL, LAKELAND, FLA. 


Mr. Hearn. Senator, with your permission, I would like to read 
this statement to all concerned. 

Senator Hotianp. Thank you, sir. You may go ahead. 

Mr. Hearn. Florida Citrus Mutual, the world’s largest citrus co- 
operative, whose members produce approximately 85 percent of the 
entire current crop of Florida citrus of 131 million boxes, appreciates 
this opportunity to present its views on behalf of its members in con- 
nection with exports of citrus in particular and fruit in general. 

Mutual has more than 7,000 growers and members, anikia addition, 
has 41 processors, 196 cash buyers and 258 fresh-fruit shippers who are 
aililiated by contract. These affiliates handle more than 90 percent 
of the State’s citrus production. 

Perennial fruit crops, fresh and processed, are a highly important 
segment of our agricultural economy. Income to growers from these 
coramodities exceeds $1 billion annually. 

Prewar exports of perennial fruits and fruit products were a major 
item. They ranked first in United States exports of food, both dollar- 
wise and in volume, and were the third most important agricultural 
export, exceeded only by cotton and tobacco. 

Geaaiae Hoi.anp. Just a moment, fora question. You mean citrus, 
plus apples, prunes, dried raisins, and all fruits? 

Mr. Hearn. Yes; fruits as a whole commodity group. 

Senator Horuanp. Including the fresh, the dried, and the candied 
products, and the concentrates, of all the group of food products? 

Mr, Hearn, Yes, sir. 

Senator Hotzanp. Thank you. 

Mr. Hearn. During the base years 1935-38, Florida exported an 
average of 35 million pounds of canned grapefruit sections annually 
to the United Kingdom alone. This represented between 28 and 34 
percent of the entire Florida pack. This trade was painstakingly 
developed until it represented an integral part of our overall pro- 
gram. In addition, substantial quantities of fresh grapefruit and 
oranges, as well as processed single-strength juice and hot-pack-con-. 
centrates, found a ready market in England, Germany, Scandinavia, 
the Lowlands, and France. 
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Since 1945 this billion dollar industry, because of the serious eur- 
tailment of certain major foreign outlets, has been faced with sue- 
cessive years of ruinous prices and sometimes fruit remaining un- 
picked for lack of a market. 

The first attachment to this statement shows that the Florida 
grapefruit grower has had to leave over 10 million boxes unhar- 
vested—more than the entire yearly grapefruit production of the 
rest of the world. During the postwar years of America’s greatest 
prosperity on-tree prices for Florida grapefruit during years of such 
abandonment did not exceed on the average 41.58 percent of parity, 
and even sank to a low of 9.75 percent of parity. 

Had we been granted unrestricted access to all our traditional 
prewar outlets, there would have been no necessity for amy economic 
abandonment. 

We should like to stress here that on a fair, open basis of equality, 
the Florida citrus industry certainly does not fear competition in 
world markets. It is only on grounds of continued trade, currency, 
and import restrictions by foreign countries or unfair questionable 
tactics by competitors that we raise objections. 

President Eisenhower has stated there is no such thing as a surplus— 
it is merely absence of trade that causes goods to remain unsold. 
With perennial fruits, this denial of former outlets is far more serious 
than with other agricultural commodities because of man’s inability 
effectively to control the peaks and valleys of production as in annual 
crops like cotton, wheat, and corn. 

This loss of former markets arises from two causes : 

(a) Immediate postwar dollar shortages in former customer 
countries; and 

(d) Self-sufficiency drives on fruit production in all soft-cur- 
rency areas, either docistheell like apples and pears, or in co- 
lonial territories like French North Africa, the Union of South 
Africa, and the British colonial possessions like Jamaica, British 
Honduras, Cyprus and Kenya. 

Even though production costs are frequently higher than United 
States figures, Europe continued to import this high-priced fruit from 
soft-currency areas to hoard their dollar reserves. 

This resulted in the development of a series of bilateral trade agree- 
ments, despite the fact that the majority of European countries are 
signatories to the General Agreement on Tariffs and Trade (GATT) 
dedicated to multilateral trade and the reduction of trade barriers. 
The last report recorded 492 bilateral trade agreements between soft- 
currency countries. 

Our own Government sums up this situation as follows: 

* * * While it is desirable as an ultimate goal to promote the removal of all 
currency and trade restrictions, the removal of discriminatory restrictions is 
most important. The inability to finance import surpluses with proceeds of 


export surpluses to others inevitably leads to forced bilateral balancing of trade. 
The resulting trade is likely to be both low and uneconomical * * *.* 


Our former biggest overseas customers, the United Kingdom, is con- 
sidered by the United States fruit industry to be the biggest. offender 


in continued discrimination against imports of our fruits. The rea- 
sons are: 


1 Report to the President on Foreign Economic Policies, by Gordon Gray, Special Assist- 
ant to President Truman, November 10, 1950, p. 95. 
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* * * exports from the United Kingdom have been facilitated by continuous 
discrimination against dollar imports by the rest of the sterling area and other 
soft-currency countries * * *.* 


The report goes on to say: 


* * * The development of an economic pattern of trade is essential to the 
efficient utilization of resources. Such a pattern of trade cannot exist where 
a substantial proportion of the world’s commerce is directed into artificial chan- 
nels by means of discriminatory arrangements employed as a means of pro- 
moting commercial advantage or necessitated by the absence of an adequate 
system of international payments * * *° 

These trade and exchange controls discriminating between sources 
of supply arise primarily from the desire of countries to achieve a 
purely commercial advantage or closer political ties.. These discrimi- 
nations are known to our Government, but it is most important that 
they be removed.* 

There is also considerable suspicion that the British Government 
has a direct financial interest in many citrus plantings in her colonies, 
and is therefore doing everything possible to protect that investment. 
Grants to the British West Indies citrus industry have reportedly 
totaled $36 million in the past 10 years, and as late as last December, 
additional dae were made by the Government of Jamaica to the 
Agricultural Development Corp. of $560,000 for loans to farmers for 
increasing rice, pineapple, and ctirus production within the colony.® 

Despite uncompetitive prices compared to United States fruits, soft- 
currency countries stimulated plantings because of the attractive pro- 
fits possible in a market protected from dollar imports. Thus Israel 
anticipates doubling her exports by 1964.° Jamaica expects to plant 
a further 400,000 citrus trees in 1954; a little over 1 million trees have 


been planted during the past 5 years up to June 1954 and were part of 
a campaign to put in 1,500,000 trees over a 7-year period.’ North 
African production has jumped 700 | eb since 1935-39; Algeria 


has tripled ; and the Union of South Africa’s has nearly doubled. 

Use of this alleged dollar shortage by some countries as an excuse 
to keep from buying our fruits is of a highly questionable nature.’ 
The United Kingdom proffers as reason the necessity for balance of 
international payments and her consequent need for limiting dollar 
purchases to strictly essential items—yet how can they explain away 
dollar imports of necessities like nylon stockings, bubble gum, baby 
scales, and celluloid toys when denying their market to our fruit? 
Between December 31, 1953, and June 1954, the United Kingdom in- 
creased its dollar holdings by $527 million and reached a total of $4,588 
million. Foreign dollar assets as of June 30, 1954, reached an all-time 
high of $23,700 million.” Yet Great Britain pleads inability to find 
the $25 to $30 million required to cover her requirements of American 
fruit. for a year. 


2 Ibid., p. 43. 
STbid., p. 75. 
*Tbid., p. 95. 
5 Foreign peicitaral Service, U. S. Department of Agriculture, release by A. C. Cook, 


December 28, 1954. 
°Mr. I, ach, member of the Israel Citrus Marketing Board. Fruit Trades Journal, 
London, January 1, 1955, p. 12. 

7 Fruit Trades Journal, December 25, 1954, B25. 
8 Foreign Agricultural Cireular, USDA, ashington FCF 1-55, February 1, 1955. 
World Orange Production, pp. 2, 3, 4, and 5. 

°F. A. Motz, marketing cpoctatiot, FAS, USDA—-The Marketing Outlook for United States . 
Fruit in Western Europe, AP 1-53, June 9, 1953, p. 2. 

» arks on International Monetary and Financial Developments, by Oscar Zaglits, 
Chief, Monetary and Policy Research Branch, FAS, USDA, to Fruit Export Advisory 
Committee, October 14, 1954. Board of Governors of the Federal Reserve System. 
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Senator Hotianp. One question there: Is the United Kingdom sup- 
plying the actual needs of her importers and of her public for citrus 
fruits in relying solely upon her colonies or other soft-currency areas? 

Mr. Hearn. No, Senator; and in the next paragraph there is a spe- 
cific statement to that effect. 

Senator Hotitanp. Thank you. You may proceed. 

Mr. Hearn, Britain, despite increased postwar living standards, 
eats 9.5 pounds less of fruit. per capita than during 1934-38" and 
this can be directly attributable to her policy of discrimination against 
American apples, pears, cherries, oranges and grapefruit. 

Senator HotuAnp. May I interject a question? While the specific 
fruits you will deal with will doubtless relate to the citrus industry 
and, particularly to the Florida citrus industry, your general pre- 
sentation covers the whole field of perennial fruits? 

Mr. Hearn. That is correct. 

Senator Horzanp. Produced in the United States? 

Mr. Hearn. Yes, sir; that is correct. 

Senator ScHorrreL. Mr. Chairman, may I ask the gentleman a 
question just for the record, to bring out certain facts that would be 
helpful. 

We know the price of grapefruit and oranges in our own country. 

What are the prices in Britain, for instance, to the customers who 
walk up to the fruit stand, of fruit that comes in from these other 
sections of the world? 

Mr. Hearn. I do not have them here with me, but I can secure those 
figures for you. 

Senator Scuorpret. Thank you. 

Senator Hotuanp. It is a fact, is it not, that the retail price is 
sizably higher ? 

Mr. Hearn. It is, Senator. 

Senator Hotzanp. Than it would be if they would permit our 
fruit to come in on a competitive basis? 

Mr. Hearn. An indication, of course, are the auction prices which 
run sometimes between $4 and $6. 

Senator EastLanp. What is the difference between the West Indies’ 
price at the grove? 

Mr. Hearn. We asked the Department of Agriculture to secure 
that information for this hearing, but they were unable to get it on 
time. 

Mr. Rubel is amassing that information for us. 

Senator Hottanp. He will supply it to the committee later? 

Mr. Hearn. He will supply it if it is requested. 

Senator Horzanp. He is also securing, is he not, the latest figures 
on the production of British West Indies citrus fruits? 

Mr. Hearn. That is correct. 

I understand Mr. Henry Burke is going down to Jamaica to make 
a survey. 

Senator Horianp. That is the same special representative of the 
Department of Agriculture who has recently returned from a survey 
in Europe and the United Kingdom? 

Mr. Hearn. That is correct. 


1 Commonwealth Economie Committee report summary for 1953—Fruit Trades Journal, 
London, February 19, 1955, pp. 30 and 31. 
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Senator HoLianp. It is a fact, is it not, that the total production of 
the Jamaica citrus crop is only something like a fourth or less than 
that of the amounts consumed in Britain prior to World War IT, and 
that could be consumed now if we were allowed to send our fruit in? 

Mr. Hearn. That is correct. 

According to the world fruit trade, the estimated grapefruit produc- 
tion of Jamaica is 300,000 boxes; Trinidad has a million ibd a half 
boxes. 

Senator SwarHers. Senator, may I ask a question right there? Do 
we enter into any reciprocal trade agreement with Great Britain and 
her colonies on fruits or agricultural products ? 

Mr. Hearn. We have entered into one agreement last year under 
the Mutual Security Act of 1953, section 550, where there was some 
trade done between the United Kingdom and the United States on 
fruits; but, generally speaking, the United States Government’s pol- 
icy has been a multilateral trade one. 

Senator Smaruers. I might just raise the point right here that the 
Senate Finance Committee is at the moment considering a reciprocal 
trade legislation. I do not think there has been anyone who has 
appeared before that committee with this kind of information. 

Do you know whether anyone in the fresh fruit and vegetable field 
expects to come before the committee concerning this matter ? 

Mr. Hearn. We understand they are; after making their presenta- 
tion in Washington to this committee, they also want to make a presen- 
tation to your committee. 

Senator Hotianp. I think those questions are exceedingly good, and 
I think the record should show at this time that there is scheduled 
for an early date a hearing in Washington on the whole field of fruits, 
which should bring in additional showings to those being made here, 
which are applicable largely to the Florida citrus fruit industry. 

Senator Eastianp. I would like to ask a question just to get my 
bearings. Oranges, are they in surplus supply? 

Mr. Hearn. No, sir. 

Senator Easrianp. Just grapefruit ? 

Mr. Hearn. Just grapefruit. 

Now, insofar as California is concerned, Senator, the small-size 
orange has a great deal of difficulty being disposed of in the domestic 
market. Itis very often discounted. There are very heavy discounts, 
and therefore in a sense that can be considered a surplus. 

Senator Hoxtianp. For the record may I say that in my last con- 
tacts with the Department of Agriculture about 4 days ago, 5 days 
ago—well, the date of this letter from Mr. Butz—they were unwilling 
at that time to declare any of the domestic citrus to be surplus except 
grapefruit, and, of course, not prejudging any other question that 
might be submitted, but at that time they ruled that grapefruit is now 
surplus and may enter into the arrangements being negotiated for the 
disposal of surplus agricultural commodities generally under Public 
Law 480, passed last year. Incidentally, every Senator here had an 
active part in the passage of that law. 

Senator Eastland ¢ 

Senator Eastianp. No questions. 

Senator Scuorrrri. Mr. Chairman, for the benefit of the record— 
J hesitate to go back, but I do want to ask the witness one question. 
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On page 2 you make this statement— 


It is only on grounds of continued trade, currency and import restrictions by 
foreign countries or unfair questionable tactics by competitors that we raise 
objections. 

Could you elaborate, if you will permit, Mr. Chairman, on some 
of the unfair trade practices that you referred to there? 

Now, outside of the currency situation, what are some of the unfair 
trade practices ? 

Mr. Hearn. Senator, I am developing that further on in this state- 
ment. 

Senator Scuorrren. Fine; fine; that is the thing I was going to ask. 

Senator Easrianp. I would like to ask a question, Mr. Chairman. 

You mentioned Israel’s increased production. 

Mr. Hearn. Yes, sir. 

Senator Easrianp. If I remember correctly, the United States last 
year gave Israel $52 million, more money than either one of 18 States 
in this country got from the Federal Government. 

Do you know whether or not part of those funds are being used to 
develop the citrus industry in that country ? 

Mr. Hearn. That is also being developed in this statement in full 
detail. 

Senator Hotuanp. Proceed, Mr. Hearn. 

Before you do, may I ask one question? I had a very interesti 
conference with the Ambassador from Israel a few days ago, — 
with his counselor, and I invited the counselor to be present here 
today, if he saw fit to be here, so that he might for himself hear the 
presentation of the case. 

I wonder if the counselor of the Israeli Embassy is here ? 

(No response. ) 

Senator Hotianp. Well, if he comes in later, I will present him 
to the hearing. 

Go ahead, Mr. Hearn. 

Mr. Hearn. Section 550 of the Mutual Security Act of 1953 enabled 
all these dollar-short countries to purchase our fruits in their own 
currencies and conserve their hard-currency holdings. It is signifi- 
cant to note that, despite this facility, sales were only made to two 
countries—Germany bought some prunes and the United Kingdom 
after considerable pressure had been exerted through the congressional 
delegations of Florida, California, and the Northwestern States pur- 
chased $9,804,000 worth of fresh and processed fruit. 

Insofar as citrus was concerned, this reentry into a historical prewar 
market created unbelievable bitterness and resentment among com- 
pete soft-currency fruit countries that saw their sheltered markets 
invaded by American grapefruit. The British West Indies claimed 


they were being displaced in the British market *—even though they 
can only supply a fraction of the total requirements. This claim was 
questioned even by the British trade itself when a London publication 
commented : 

* * * T imagine the question was asked (of the Board of Trade) in 
an attempt to discover how far the West Indian colonies are responsi- 
ble for our grapefruit supplies, since there has been a good deal of 


12 Department of State, Washington dispatch No. 401, dated May 28, 1954, from 
Port-of-Spain. 
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agitation over there for a greater protective tariff or some sort of 

uaranteed market in the United Kingdom. The total from the West 
Indies (during 1954) including British Honduras is not much over 10 
percent of our total supplies, although they are responsible for about 
half our supplies of canned grapefruit * * ** [Italics ours. ] 

What are the supplies of West Indies canned grapefruit? The 
British Ministr of. Food press notice furnishes a striking answer, 
both prewar ond postwar. In 1938, England imported 14,000 tons of 
canned grapefruit sections—all from Florida. In 1952 and 1953, only 
3,000 tons yearly were brought in from Jamaica, British Honduras, 
South Africa, and Kenya.** Israel supplied $57,000 worth in 1953. 
This is proof, if needed of a demonstrable undersupply of a com- 
modity. 

Sunatioe Hotiann. Would it be fair to say that only about a fourth 
of the demonstrated British market is being supplied from all of 
these other soft-currency sources together ? 

Mr. Hearn. That is correct, Senator. 

Senator Hottanp. Do you have approaches and contacts from and 
with British fruit importers to the effect that they want our canned 
grapefruit, but are unable to receive it because of the unfriendly 
action of their Government ? 

Mr. Hearn. I am going to quote from some of the trade letters. 

Senator Hotntanp. You may proceed. 

Mr. Hearn. The second basis for these countries’ protests was that 
the American product was heavily subsidized, whereas theirs was not. 
The Fruit Trades Journal explodes that by listing South Africa, 
Trinidad, and Israel’s export incentive programs on citrus in detail," 
and in addition all the Florida grapefruit sections exported to Eng- 
Jand were unsubsidized. 

Senator Hotzanp. In other words, the Florida trade was built on 
a completely free-enterprise basis, without subsidies ? 

Mr. Hearn. Even the sales last year were made without subsidies. 

Senator Hotzanp. Proceed. 

Mr. Hearn. A further comment on the niceties of distinctions in 
subsidy programs from the British trade runs: 

* * * The British Government has insisted under Parliamentary pressure, 
that any citrus fruit imported into the United Kingdom for sterling under 
MSA550 must be free of subsidy. This is in marked distinction both to lack of 
scruples which enabled us to accept subsidized American apples 3 years ago, 
and to the impunity with which we are at present subsidizing war potato 
exports * * *** 

Israel herself confirmed her system of subsidies in an article which 
was released in February 1954, which reads: 

* * * by granting loans to growers and offering premiums on the sale of the citrus 
crop abroad, it is helping growers overcome their difficulties * * *™ 

while Trinidad, herself an offender, only last December accused Israel 
of unfairly underselling West Indies orange juice by currency 
manipulations." 


4 Fruit Trades Journal, London, February 5. 1955, & 17, col. 3 


“4 British Ministry of Food press notice No. 42953, October 20, 1953. 
% Fruit Trades Journal, London, February 12, 1955, p. 21. 
16 Fruit Trades Journal, London, May 8, 1954, P. 9, col. 1. 
The Citrus Industry in Israel, published in Middle Eastern Affairs, vol. V; No. 2, 
February 1954, by J. D. oo p. 54. 
* Report from Trinidad Guardian, Fruit Trades Journal, January 15, 1955, p. 19. 
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Criticism of the United States aid program in general was expressed 
when the British West Indies Regional Economic Committee secured 
a promise from the British Government that no further purchases 
of citrus products available in the 1954 United States fiscal year under 
MSA550 would be made, nor would any similar future program be 
undertaken without the British West Indies’ consent.'® Yet Jamaica 
is now asking for dollar financial assistance under the same mutual 
security law. 

Israel officially protested this Mutual Security Act sale of United 
States citrus with the United Kingdom Government *? but up to 
February 1954, Israel had recieved $348 million in Mutual Security 
Act grants, loans, and technical cooperation * much of it of direct 
assistance to their own citrus industry.” 

There you will see there is mention of a New York Times’ article 
of February 24, which is very, very comprehensive as to what was 
done in aiding the Israel citrus mdustry. 

The true reason—one those foreign countries will rarely admit— 
is that they fear open competition on an equal basis in world markets. 
On quality—and particularly in processed products, America is un- 
beatable—and competitors that have enjoyed an umbrella of protection 
under colonial preference or soft-currency arrangements that ex- 
cluded dollar trade—do not relish America’s characteristically robust 
competition. 

If proof is needed, the British West Indies Regional Economic 
Committee made Britain agree to purchase any unsold 1953-54 crop of 
their inferior quality higher priced grapefruit sections ** after just 
165,000 cases of Florida sections reached English consumers; and 
that is approximately one-tenth of what that market could absorb. 

Senator Hotxanp. That was last year? 

Mr. Hearn. That was last year. 

Soft-currency citrus countries were crying panic over the fictitious 
displacement of their pitifully inadequate supplies. 

Senator Hotianp. Just a moment. Is this what you mean? That 
if all of their supplies from the soft-currency producing countries 
had been there, it would have supplied only about one-fourth of the 
market ? 

Mr. Hearn. That is correct, Senator. 

Senator Hotianp. And after about 165,000 cases of Florida sec- 
tions were imported, the soft-currency colonies or some of them, in- 
sisted upon a guaranty that their entire output be taken ? 

Mr. Hearn. Yes. 

Senator Hotzanp. Although that entire output would only supply 
a fourth or less of the market demand ? 

Mr. Hearn. That is correct. 

In other words, after the good quality Florida sections reached the 
British consumer, they refused to buy the West Indies’ product. 


” July 1954 issue of Fruit Intelligence, London, reported in a letter from Don M. Rubel, 
peers Fruit and Vegetable Division, FAS, USDA, August 18, 1954, to Florida Citrus 

utual. 

Tn aetmean of Mate Foreign Service dispatch No. 314, July 29, 1954, p. 8, from 

. S. Embassy, on. 

21 Statement by Bruce McDaniel, Director of United States Operations mission to Israel, 
New York Times, February 28, 1954 A , col. 3. 

= New York Times, February 24, 1 54, p. 8, col. 8, regarding TCA. 
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Senator Homanp. Do you bring in later in your statement any 
reference to this advertisement in the January 15, 1955, supplement 


to the Grocer ? 194 

Mr. Hearn. I do, Senator. I have had it photographed and it is 
introduced as one of the items. 

Senator Hottanp. You may proceed. 

Mr. Hearn. The final analysis lies in the question, Does the legiti- 
mate British trade want United States fruit back in the market? That 
is the sole criterion on which we should gage future policy. Here 
are same of the answers from Mutual’s files: 


* * * We feel that, given a fair decent chance to do trade on a businesslike 
basis, Britain could import from 1 million to 2 million cases of Florida grape- 
fruit sections a year. * * ** 

* * * If Her Majesty’s Government gave us a free hand, we ourselves would 
be prepared to import up to 1 million cases of canned Florida grapefruit sections 
a year, financed in any way our Government wants. * * * * 

* * * but you may rest assured that as far as the trade in this country is 
concerned they are anxious and willing to import all the Florida grapefruit 
that they are able to do so. * * ** 

* * * in my view, Europe as a whole is capable of absorbing a volume of fruit 
imported from the United States equal to, if not exceeding that brought in before 
the war. * * 

* * * a number of buyers tell us that if indeed it were for Florida pack (of 
sections) there would be no question at all—the Florida would sell * * ** 


Some recovery has been made—gradual but encouraging, although 
principally on oranges. The past year showed a substantial jump in 
Florida’s citrus exports, some of it influenced by the Spanish freeze. 
The attached list * shows, by countries, where our fruits have the 
readiest outlet. Please note that the quantities for the United King- 
dom cover only a single order for the Child Welfare feeding scheme, 
and not normal private trading operations. 

Processors, shippers, and growers are justified in asking what road- 
blocks still keep us from reentering export markets like Great Britain. 
These can be broken down as follows: 

(1) Continued discrimination, even in the face of inadequate sup- 
plies from other sources, or protests from importers. 

On December 3, 1954, the Economic Secretary of the British Treas- 
ury stated in the House of Commons: 


* * * discussions are under progress with the United States authorities on the 
possibility of imports under aid which may be offered in respect of the United 
States fiscal year 1954-55, but it is not intended to include canned grapefruit, 


grapefruit juice, or single-strength orange juice in any arrangements which may 
be made * * ** 


*Mr. John Woon, director, Balfour Williamson, Ltd., London, and former fruit purchas- 
ing agent with Her Majesty’s Ministry of Food, to members of Florida Citrus Mutual's 
Export Committee, November 23, 1954. 

“Mr. John Woon’s verbal statement December 20, 1953, to Florida industry representa- 
tives on London trip. 

* Letter from R. N. Bollans, Liverpool, England, December 2, 1954, to Florida Citrus 


Mutual, 
*¥F. A. Mots, marketing specialist, FAS, USDA—FDA 1-53, June 9, 1953, The Marketing 
Outlook for United States Fruit in Western Europe, p. 7. 
ts prt. _ er wane ai ae Shippers, Ltd., London to Pasco Packing Co., Dade City, 
a are if 
wee under fruit export payment program, period November 1, 1954, to January 2%, 
” Reply by Mr. Maudling, Economie Secretary to Her Majesty’s Treasury, in the House 
of Commons, London, December 3, 1954, of United States Embassy letter December 28, 1954, 
to Florida Citrus Mutual. 
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The London Grocer of December 12, 1954, openly stated the reason 
for this decision was due to the bitterness of the British West Indies 
over the recent imports of United States citrus under section 550 of the 
Mutual Security ‘Act—the same law from which they expect financial 
assistance from this country. Our London Embassy confirmed this 
in the following summary : 

* * * your reference to the capacity of the market here to absorb additional 
quantities of grapefruit sections is a point which we have many time empha- 
sized as strongly as possible and of which both the United Kingdom officialdom 
and the trade know very well. Since the war, the decision to import is made, 
not in the market as before the war, but by governmental authority. The prob- 
lem that confronts us is not the existence of a market * * * but access to it. 

While the United Kingdom has liberalized the importation of many commodi- 
ties * * * it has not yet been done in the case of fruit, especially from the dollar 
area. This affects citrus fruit particularly because of the pressures that are 
exerted from other supplying areas, particularly the British West Indies. The 
trade, as you know, is as anxious as we are for the resumption of normal com- 
mercial relations in this field.” 

Senator Scuorpret. Mr. Chairman, I would like to ask a question. 
Please understand I do not know all the answers and all the angles, 
but I am down here in this section of your great State, and I have 
been told that we do provide in this country a labor market for a lot 
of labor coming in from the British West Indies; am I correct in that? 

Mr. Hearn. I think that I would like to call on Mr. Joffre David 
to give any information regarding that. 

Senator Hottanp. For the record, Mr. Joffre David is the executive 
head of the Florida Fruit & Vegetable Association of Orlando or 
its office is in Orlando. 

I will ask Mr. David to answer the question of Senator Schoeppel if 
he heard it. 


STATEMENT OF JOFFRE C. DAVID, SECRETARY-TREASURER AND 
GENERAL MANAGER, FLORIDA FRUIT & VEGETABLE ASSOCIA- 
TION, ORLANDO, FLA. 


Mr. Davin. Senator, the answer is correct. It is not an extensive 
labor market; it is a supplement labor market because of the need of 
this harvest labor here which is short during the peaks of our season. 

There are approximately 2,200 Jamaicans or West Indians used 
in sugar; and, at present, I think somewhere a little under 3,000 British 
West Indians used in vegetables and some tropical fruit, and approxi- 
mately 4,000 Bahamans, and that labor is certified to by the Employ- 
ment Service to meet the shortages. It is only a supplemental force 
which is brought in to meet those shortages. 

If we did not need it as badly, our growers did not need it as badly 
as they do, they would not be here. 

Senator Scuorrret. I appreciate that; but the point I want to make 
here is that this very fine statement reflects, anbaTraiNts much objec- 
tion to the importation into British channels of trade, of the results 


of your very fine agricultural economy in this area, that is, grapefruit 


and related fruits. 
Now, I would want the record to mort and this does show, that 


there is a very fine desire existing in the United States to help solve 


% Letter from Eric Englund, United States agricultural attaché to the Embassy, London, 
December 28, 1954, to Florida Citrus Mutual. 
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their labor problem, which I am sure 1s competently handled here in 
this country, and this, I think, ought to be taken into consideration 
when GATT and a few other of these organizations consider these 
things. 

Mr. Davi. Of course, they are anxious to place as much labor as 
they can here; not only here, Senator, but, too, that labor migrates, 
mind you, during the summer months—it is exchanged with the States 
like Minnesota and Wisconsin. 

Senator Scuorrret. That is correct. 

Mr. Davm. And that other States up there, so it does migrate to the 
North and comes back to Florida and they have been anxious, of 
course, to place that labor here because it is one commodity among few 
that they seem to be able to export, and they have a very large segment 
of unemployed people. 

They have in Jamaica alone somewhere in the neighborhood of 10,- 
000 unemployed, from what we understand. 

Senator ScnHorrreL. To that extent we are helping John Bull. 

Mr. Davi. That is correct. 

Senator Hotianp. I appreciate the question of Senator Schoeppel 
and I would like to add this comment: I have personally been to the 
labor recruiting office in Nassau, the Bahamas, and I have seen there 
the very careful screening process they use to see that we receive repu- 
table laborers, men of family, and I have personally conferred with the 
Governor of the British Bahamas, who has told me that the earnings 
of their Bahaman laborers in Florida and elsewhere en the continent, 
constitute, next to the tourists, their greatest source of American dol- 
lars. They are quite insistent that they continue to receive considera- 
10n. 

I have likewise been to Kingston, Jamaica, and was interviewed 
there by the reporters of the Kingston Press on this same subject, and 
they made it very clear that they wanted to continue, insofar as they 
could, their furnishing of reputable labor to us, and they, too, have been 
careful to see that we get. well qualified and rather stable labor, and 
that they regard it as a highly desirable source of dollar revenue upon 
which they are relying to a very great extent, so I am very glad indeed, 
Senator Schoeppel, that you raised this question. 

Of course, they are supplying us with that labor not as a one-sided 
favor. They need the revenue, their men need the work, and we can- 
not use them here unless we can justify to the Labor Department in 
Washington and to the Department of Justice, the inadequacy of the 
domestic labor supply. 

_In other words, our inability to find stoop labor here on the con- 
tinent to meet our seasonal needs is what prompts our obtaining this 
labor. 

Thank you very much for raising that question. 

You may proceed, Mr. Hearn. 

Mr. Hearn. This continued discrimination against American fruits 
drew severe criticism from the British trade earlier in 1954, when Lon- 
don importers met to protest against their own Government policies 
in limiting imports of United States fruit, including citrus, apples, 
and pears,*! 


* Letter from F._A. Motz, marketing specialist. United States Embassy, London, May 20, 
1954, The Produce News, New York, May 21, 1954. = —— 


60149-—55—pt. 2——17 
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On the other hand, agents for Jamaican grapefruit sections drew 
a vast sigh of relief at hearing of their government’s decision of 
December 3, 1954, not to open the market to competition. The at- 
tached advertisement, taken from The Grocer can describe it better 
than we can; and, with your permission, I would like to show it to 
the audience. Here it is. : 

This is an ad that was taken from a British newspaper, and it was 
put in by MacPherson, Train & Co., Ltd., and it says: 

“No American grapefruit,” and then it goes on to say that people 
order Jamaican and British Honduras grapefruit sections. 

Senator HotiaNnp. Let me see if I understand this: I have received 
from a good many sources, copies of this clipping. Is this The 
Grocer a British trade paper which carries the advertisements of im- 
porters and other suppliers of agricultural commodities ‘ 

Mr. Hearn. That is correct, Senator. 

Senator Hottanp, And the insertion which zou have made in the 
record is an actual advertisement occupying a full page in that trade 
paper showing that the trade is advised that they had better buy 
Jamaican canned grapefruit because there will not be any other; is 
that correct ? 

Mr. Hearn. That is correct. 

Senator Hotianp. And specifically saying that the Government 
has ruled that no American imports will be received in these fields 
covered by the advertisement ¢ 

Mr. Hearn. That is it. 

Senator Hoiianp, And specifically advertising to the trade the 
answer of the responsible Coveraneidh official in a parliamentary 
colloquy assuring the trade they may go ahead and count upon the 
decision of the Government that no American grapefruit will be ad- 
mitted ¢ 

Mr. Hearn. That is correct. 

Senator Hotianp. Is that correct? 

Mr. Hearn. That is absolutely correct, Senator. 

Senator Hotianp. Is this one of the practices which you men- 
tioned earlier in your statement which you feel is not quite fair com- 
petition to the traditional supplier during prewar years of the British 
enereae market ? 

Mr. Hearn. I think this is a very good example of it. I consider 
it extremely unfair, 

Senator Hotianp. For the record, I would like you to state whether 
or not it is true that during the World War II years, the British 
Purchasing Commission in this country moved with every possible 
energy for the setting up of concentrate plants, so that concentrated 
citrus products might be sent in to supply the needs of their expect- 
ant mothers and of their children, of their wounded and invalids, 
so that they would get an assured vitamin C content, which was not 
available from any other source ; is that correct or not? 

Mr. Hearn. That is correct ; yes, sir. 

Senator Hottanp. You may eed. 

Mr. Hearn. I should like to ask, is it pure coincidence that these 
Jamaican and British Honduras grapefruit sections, imported by 
Macpherson, Train & Co., Ltd., should have been the subject of so 
male solicitude in the House of Commons by a Mr. N, Macpherson? 
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he same page of this reprint is an advertisement from an 
Antic magazine showing that exports of citrus byproducts from 
England are Sees ee into this country without hindrance. 
s thi ine reciprocal trade 
ee ‘e the casertaesinnna for Chiver’s Old English Marmalade, 
lime juice, and lime marmalade. It appeared in the February 26 
issue of the New Yorker. 

Senator HoLuanp. Proceed. 

Mr. Hearn. Certain areas have relaxed controls, such as Belgium 
and Holland. But in Scandinavia, with the exception of Sweden, 
little or no headway has been made at all. Germany is cautiously 
spending her dollar reserves, but if she were to open up on the same 
terms as she grants to Spain, our volume would jump. It is mainly 
in the United Kingdom though that no progress can be reported. 

Senator EastnaAnp. What is the reason? Is it because these coun- 
tries, the United Kingdom, and Germany, think that because of our 
tariff structure that they cannot trade with us in the future, and 
that they would rather depend on these markets where they can ship 
their products ? 

Mr. Hearn. That may have some bearing on it, Senator, because 
of these bilateral trade agreements. 

For example, Germany has bilateral trade agreements with Spain 
and Israel on citrus. 

Senator Horranp. But the German market has been opening up to 
some extent, to your 

Mr. Hearn. ‘To some extent, yes. 

Senator Hotzanp. Is this one of your points, that these nations in 
supplying their fruit needs have preferred bilateral agreements with 
single producing countries rather than have the multilateral agree- 
ments, such as those that we are entering into, in general ? 

Mr. Hearn. That isso, Senator. 

Senator EastLanp. Is not the whole thing because they think they 
cannot rely on the American market in the future for industrial 
goods for their products because of our tariff structure, and that 
they would rather place their business and trade and develop markets 
where they are not faced with a tariff ? 

Mr. Hearn. They claim the tariff structure does have a bearing 
on it. 

Senator Eastianp. Sir? 

Mr. Hearn, I believe it is a more specious excuse. 

Senator Eastuanp. Yes, sir. 

Mr. Hearn. The second roadblock is lack of proper, vigorous repre- 
sentation abroad. 

In December 1953, Mr. M. A. Ramsey, of the Fort Pierce Terminal 
Authority, and I visited Europe. Our agricultural attachés were 
still under control of the Department of State. Despite the fact that 
the British Embassy in Washington had positively stated that the 
final authority to purchase United States fruits rested with the 
British Treasury Department, our economic counselor insisted that 
this authority was vested in the Ministry of Food and intimated to 
Mr. Ramsey and myself that unless we followed that advice, no fur- 
ther efforts would be made to assist us. 
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_ Although our London Embassy had been negotiating on grapefruit 
since October, the personnel did not know what months of the year 
Florida grapefruit was harvested. : 

Some of our industry friends on the Pacific coast visited Europe 
recently. They assert that even though our agricultural attachés are 
nominally separated from the State Department by decision of Con- 
gress, these representatives of our industry are still being told what to 
do and say by officials higher up in Embassy echelons. 

Senator Hottanp. Just a moment. 

The point you are making now relates to two periods of time: First, 
a period prior to the legislation of last year, which flowed from an 
amendment put in on the floor of the Senate, as you know 

Mr. Hearn. Yes. 

Senator Hotuanp. Taking our agricultural attachés away from the 
State Department and giving them, as to their supervision and con- 
trol, giving them—their reporting activity, and contacts generally— 
directly to the Department of Agriculture. 

Your statement deals, first, then, with what happened prior to that 
legislation ? 

Mr. Hearn. That is right. 

Senator Hotzanp. The committee knows about that legislation, 
knows that the conditions were unsatisfactory before that time. 

The committee would prefer to hear, if you can tell us, about the 
improvements, if any, which have been noted since that legislation 


became effective, and what additional improvements, if any, you think 
should be considered. : 
Senator Easrianp. I think that is a very important question. 


Mr. Hearn. Thank you. 

I believe that there has been some PROT although we under- 
stand that the dispatches still have to be channeled through the State 
Department. 

I believe that Mr. Rubel can confirm that with the Foreign Agri- 
cultural Service in Washington. We have no positive evidence on 
that point. 

There has been considerably more interest in our agricultural prob- 
lems, though, since these attachés were returned under the control 
of the Department of Agriculture; but there is a very urgent need for 
some proper reorientation and some basic training. 

Senator Hoxnzanp. Well, it is certainly not the case now that our 
agricultural attachés are unfamiliar with the seasonal productive 
period of our Florida citrus at this time. 

Mr. Hearn. I believe they do know about it now, but do they know 
about other fruits, when their seasons run ? 

We were citing just one specific case for ourselves, but it might be 
that with other fruits, these agricultural attachés do not know what 
seasons 

Senator Hotianp. I would say, for the record, that in conference 
with representatives from other fruit industries over the Nation, in 
general, I have gotten: the impression that the situation is decidedly 
improved with reference to their fruits, as well as with reference to 
citrus, and what we are hoping is that that improvement will become 
even greater, and that if there is anything that should be done by the 
Congress to stimulate that improvement, that it will be suggested by 
witnesses in this hearing. 
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You may proceed. 
Mr. Hearn. The Pacific Coast Fruit Export Council, in a letter 
to Secretary of Agriculture, Ezra T. Benson, stated: 


* * * the attitude of State Department has been a most serious obstacle to 
our efforts (in removing roadblocks not justified by international commercial 
agreements, so that the United States fruit industry may be given continuous 
access to offshore markets) .” 


Senator Hotianp. I note from the documentation in your statement 
that that letter was dated November 16, 1953. 
Mr. Hearn. Yes. 
Senator Hottanp. You are not intending to state to the committee 
that the same situation complained of then is necessarily found now ? 
Mr. Hearn. The situation is a little better, but it could be vastly 
improved. 
I have spoken with people in the Foreign Agricultural Service, 
and they say there are still hindrances. 
Senator Eastianp. What are those hindrances? 
Mr. Hearn. They consider fruit of somewhat secondary importance. 
Senator Hor.anp. You may proceed. 
Mr. Hearn. With your permission, I should like a very pertinent 
editorial from the Farm Journal to be included in this evidence, and 
L ask for your indulgence to read it aloud. 
This is the editorial from the Farm Journal issue of April 1954. 


Farmers are entitled to know how they stand with their country’s Depart- 
ment of State. We believe farmers have a right to know more than they have 
been told, and to form their own judgments accordingly. 

The Secretary of State and his Department are expected to keep the people 
of the free world on our side, and, wherever possible, to enlarge the area of 
freedom. They are asked to do this without getting us into war; and to make 
sure that we shall have friends. 

These are serious responsibilities. Do they justify the State Department’s 
actions, affecting agriculture? 

American agriculture is not only hurt by lack of foreign sales, but it is 
nlamed for piling up commodities in storage. Support prices have not been 
the sole cause of the giant accumulations; State Department policy against 
vigorous efforts to sell surpluses abroad can be blamed for some of them. 

* * * « * *~ a 

To be more specific, West Germany had dollars with which she desired to 
buy $3 million worth of American cotton. Under State Department pressure, 
Germany bought the cotton elsewhere. Likewise Italy had 15 millions in 
dollars to spend for American cotton; the deal went through only after months 
of State Department resistance. 

When a deal had been set up for a large sale of apples to Britain, the State 
Department blocked it completely. The dollars which the British had intended 
to pay to American farmers for apples finally came here; but it came for celluloid 
toys and bubble gum. Industry was favored over agriculture. 

If the State Department feels that it must help other countries sell their 
agricultural products first, in order to keep their friendship, then it,-not the 
USDA, should shoulder the burden of storing surpluses. 


The next part, of course, is somewhat obsolete : 


The State Department not only must approve every one of the few agricul- 
tural attachés the United States keeps abroad, but insists that their reports 
come to the Department offices before anyone in Agriculture sees them. 

Advocates of trying a two-price system may be sure that State Dep»rtment 
objections kept mention of it out of the President’s agricultural message. 

* * * + * * 


Statement by the fruit industry to Secretary Benson, November 16, 1953. 
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The State Department contradicts principles of freedom when it stands in 
the way of. free-enterprise efforts to sell American farm products abroad. 
Representative Jamie L. Whitten, Mississippi’s statesmanlike Member of Con- 
gress, has said, too, that “Farmers join other taxpayers to foot the big bill to 
rehabilitate other countries. Is it fair that they must contribute additionally 
by being compelled to hold quantities of farm commodities off the world markets, 
in order to let other countries sell theirs first?” 

The State Department wields more economic power than belongs to it, more 
perhaps than belongs anywhere in Government. If high supports continue to 
create still more mountainous surpluses because foreign outlets are denied, 
then blame for any agricultural depression will have to be shared by those 
whose policies have prevented sales abroad. 

Senator Hotianp. I think I should say for the record at this time 
that the State Department has recognized that there are improvements 
which it can make, and should make. 

It sent the Assistant Secretary of State, who handles personnel 
and organizational matters, along with a group of consultants, to 
my office for a long conference a few weeks ago. 

Some of the facts you brought out here, and some additional facts 
were presented to him. 

He stated to me that it would be his effort to see that the objection- 
able complaints be remedied, be removed, and that we would hear 
from him shortly after he had had a chance to check into each of them 
himself. 

While I do not want us to hold up in any way the vigor of our com- 
plaints, I do want us to know that there is an effort of that kind under- 
way from which I hope to hear that we have had some good results. 

If we do not, why, I think, this subcommittee will, perhaps, know 
how to hasten those results. 

You may proceed, 

Mr. Hearn. We are very glad to hear that, Senator. 

Senator Smarners. Mr. Chairman, may I say this: I have been 
listening with great interest to this witness, and have been struck 
trendy by the similarity of the arguments which he is making 
and the arguments which have recently been made before the Finance 
Committee against the adoption of H. R. 1, the reciprocal trade bill 
to extend the authority of the President to enter into trade agreements 
under the provisions of the Tariff Act of 1930. Of all the witnesses 
who appeeret before the Senate Finance Committee I do not recall 
having heard from a single witness representing the fruit industry. 

Now, we have had the cotton people there, we had had some tobacco 
people there, but we have had no fruit people there. Within the 
next 10 days or 2 weeks, we in the Congress are going to try to decide 
what to do about the reciprocal trade legislation. The big objection 


to the legislation thus far has been just what you are saying, that the 
State Department uses American industry and American farmers to 
suffer the burden of oT to rehabilitate some country five or six 


thousand miles away from here in order to fight communism. At the 
same time, the farmer is having to carry the load, not only in the fact 
that he pays taxes to do it origmally, but by also making it impossible 
for him to find a market for his products. It seems to me that the 
issue is whether or not we should let the State Department continue 
to run, in effect, this reciprocal trade program. 

The whole argument by most of the witnesses thus far appears to 
be just that. They have testified to just what you are indicating here, 
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without saying it, that we are treading on dangerous ground to let 
the State Department begin to, or continue to run these particular 
type programs through the Mutual Security Administration, and 
through other facilities, because what they are doing is wrecking the 
farm program and the domestic producer. 

I hope—I am just saying as long as we got on to this— that you 
or somebody from this particular industry can come before the Senate 
Finance Committee hadere we finish our hearings, and give this same 
type of testimony, because certainly it would be interesting and val- 
uable testimony in helping us make up our minds as to just what 
should be done to provide adequate safeguards in the pending 
legislation. 

‘Senator Eastuanp. I think Mr. Hearn is making the finest statement 
that we have had in any of the hearings. 

I think all this testimony should be made available to the Finance 
Committee in its reconsideration of H, R. 1. 

Mr. Hearn. We shall do that. 

Senator SmaTHers. Senator Byrd, who is chairman of the Senate 
Finance Committee, is the largest apple grower in the country. Yet 
I have noted that there has been nobody who represented the apple 
industry appear and testify. Of course, I know he knows about that, 
but I am sure he would be interested in hearing about it, and hearing 
about our problems, because we are in the same particular boat. 

Mr. Hearn, Senator Smathers, I believe the fruit industry are 
going up to Washington, either at the end of this month, or the begin- 
ning of April. They are going to present their evidence to this sub- 
committee, and also call and get some clarification 

Senator SmatHers, I would like to feel free, if you will permit me, 
to have you gentlemen appear before the Finance Committee on this 
whole matter before we close our hearings, because we are going to be 
in there endeavoring to decide whether or not to turn over to the 
President which, in fact, is turned over to the State Department, the 
operation of all these reciprocal trade treaties, and the lowering of 
tariffs and things of that nature; and, as people have already pointed 
out, it is not reciprocal. 

Mr. Hearn. No, it is not. 

Senator SmaTHeErs. They ship us what they want, but they will not 
take from us that which we can produce. 

I am happy to hear Senator Eastland, the chairman of this subeom- 
mittee, state that the record of this committee can be made available 
at once to the Finance Committee. 

Senator Horianp. I have even greater ground for pleasure in that 
my junior colleague is participating in these hearings, because I do 
think this testimony will have great weight in the very matter which 
he mentions. 

Off the record. 

( Diseussion off the record.) 

Senator Hottanp. All right, Mr, Hearn. 

Mr. Hearn, On November 23, 1953, the State Department acknow]l- 
edged a letter dated November 17, 1953, from our Congressman Bill 
Lantaff urging the inclusion of grapefruit in the British purchasing 
program under MSA 550, and assured him that copy of his letter was 
being sent to the American Embassy in London— 


in order that officers of that Embassy may know of your interest. 
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This was at a time when we were receiving tremendous support from 
your delegation regarding the possible sale of grapefruit to England. 

The American Embassy personnel were emphatic that neither copy 
of Mr. Lantaff’s letter nor any similar communications from our other 
congressional members that had been handled in a similar manner 
were ever received in that office. 

In October 1954, negotiations between the United States and the 
United Kingdom Governments were underway on apples. Details 
of the British offer were unavailable to the United States apple trade 
since the State Department had arbitrarily classified such information 
as restricted—yet at the same time all the terms and conditions were 
being released in the Canadian papers. 

Senator Hotianp. You mean to say that our trade had to have 
access to the Canadian press to discover what was being held by our 
State Department as classified, but what was of vital importance to 
them, if they were going to get any share in the United Kingdom 
market for their fruit produce; is that right ? 

Mr. Hearn. That is right. The way they received the news was by 
telephone call from Montreal. 

Senator Hotianp. Proceed. 

Mr. Hearn. When the February 1954 Spanish freeze occurred, 
wiping out a large percentage of their citrus crop—a vital piece of 
information to us—Mutual was the first agency to inform the De- 
partment of Agriculture in Washington. The official dispatch 
through the State Department was reportedly delayed several days. 

When Mr. Clayton Whipple, Acting Administrator of the Foreign 
Agricultural Service in Washington requested our Madrid Embassy 
to secure an immediate report on the citrus damage, he was informed 
that the agricultural attaché in Spain had been temporarily assigned 
to special Foreign Operations Administration duties, and that a sur- 
vey might be arranged in June—5 months later. It was for this 
reason that Mr. Henry Burke had to be sent post haste from Washing- 
ington to Spain to make this survey. 

Senator fakes. I might say for the record that while this was 
one of the very disturbing facts which led to the change in the law last 
year, this particular incident which occurred that time, we hope, 
could not occur under the present law and under the present reorgani- 
zation of the agricultural attaché efforts. 

Mr. Hearn. A contention, shared by every fruit industry of this 
country, is that our State Department does not consider this com- 
modity to be of political importance, and it can therefore be shunted 
off into matters of secondary consequence. A more sincere interest 
and greatly increased, vigorous representation must be shown by our 
people. Otherwise, we cannot possibly expect foreign countries to 
be concerned about our fruits. 

A recent example of lack of interest by the State Department fol- 
lowed recent highly questionable tactics pursued by the Israel Citrus 
Marketing Board. This board, in return for a verbal agreement that 
no other grapefruit would be purchased, offered Belgian and Dutch 
importers Israeli grapefruit on open consignment with a guaranteed 
commission per box, regardless of the price the fruit might bring at 
auction. 
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Senator ScHorrreL. Might I just bring this reference in here. This 
was, I presume, at about the time or just after the time that these good 
many hundreds of millions of dollars went into that country ? 

Mr. Hearn. That is correct. This occurred in the fall of last year, 
sir. 
This is a subtle form of dumping, with its inevitable displacement 
of Texas and Florida supplies, and also constitutes restriction of trade 
against our fruit. The State Department frankly admitted this was 
a violation of the treaty of navigation and friendship between Israel 
and the United States,* but was apparently not disposed to push the 


matter any further. A Texas colleague comments acidly on the 
situation : 

* * * We do not suppose you’re aware of the fact that we made two trips into 
Washington, visited with the Assistant Secretary of State and all his advisers 
on the Israel section and also worked with the group in every way, but as yet 
there hasn’t been one single thing developed. In fact, with all the investigation 
that the State Department said they would do, we have yet to receive one line 
on the subject * * * * 

That was a letter of February 25 of this year. 

In another communication this gentleman states: 

* * * the attitude of the State Department is going to have to be changed by 
somebody and it is going to take several somebody’s, which means that Texas, 
Florida, and California will have to join hands again as we have many, many 
times before and move in on our congressional delegations ™ * * * 


The Foreign Agricultural Service on December 1, 1954, expressed 
its disappointment privately to us at this inaction, but said they were 
powerless to do anything without State Department approval and 
backing. 

Lack of consistency in interdepartment. and intradepartment Gov- 
ernment agencies over foreign trade policies seriously hinders reopen- 
ing former markets. Under section 550 of the Mutual Security Act of 
1953, $45 million was set aside for triangular deals—transactions 
where we could bargain forcefully and secure worthwhile trade con- 
cessions in fruit in exchange for awards of construction equipment 
to other people in offshore base projects. This advantage was never 
used, because of the apparent inability or unwillingness of some of 
our Government departments to coordinate their thinking and actions. 
Yet such deals were fully expected, and considered reasonable by 
(Germany, who expected to purchase additional quantities of our agri- 
cultural commodities, including fruits in such arrangements as the 
Spanish airbase contracts.** This failure to get down to solid horse 
trading, when other countries practice it day in and day out, is incom- 
prehensible. 

There have been some highly questionable tactics on the part of 
foreign competitors in obstructing our efforts to reenter historical 
markets, and the case of the Israel Citrus Marketing Board is without 
question the most flagrant. 


% Letter from Austin Anson, executive manager of the Texas Citrus and Vegetable 
Growers and Shippers, Harlingen, Tex., February 25, 1955, to Florida Citrus Mutual. 

%* Letter from Austin Anson, executive manager of the Texas Citrus and Vegetable 
Growers and Shippers, Harlingen, Tex., Feb:uary 25, 1955, to Fiorida Citrus Mutual. 

* Letter from Austin Anson, Texas Citrus and Vegetable Growers and Shippers, Harlingen, 
Tex., December 6, 1954. 

Article, p. 1, Neue Presse-Kolnische Zeitung, Cologne, Germany, December 30, 1953. ° 
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The Israel Citrus Marketing Board is virtually part and parcel of 
the Government of that country. The Minister of Agriculture is its 
Chairman.” Mr. Rocca, mayor of Tel-Aviv, and Mr. Ichilov, repre- 
sentative of Parliament in Israel are the other two Government mem- 
bers. Two citrus industry representatives complete the Board. 

Here is an article from an advertisement that appeared in the Fruit 
Annual. 

Based on their own statement, which reads as follows: 

* * * The Citrus Marketing Board is the only marketing organization for 
citrus fruit authorized by the Government of Israel. With the Citrus Control 
Board, it is the only established institution for the control of the Israel citrus 
industry. Functions include control of plantations, import of fertilizers and 
insecticides, supply of equipment for orchards and packinghouses, import of 
packing materials, marketing of the produce overseas and locally, shipping, and 
long-term financial assistance to growers * * * 4° 

Senator Horzanp. That quotation you have just read into the 
record is from Fruit Annual, a London publication ? 

Mr. Hearn. That is right; and it was put in by the Israel Market- 
ing Board. 

Senator Hottanp. That is a statement from the Israel Fruit Mar- 
keting Board as to what it is and what its functions are? 

Mr. Hearn. That is right. 

Senator Hottanp. You may proceed, 

Mr. Hearn. If, as some parties claim, it has no connection with 
the Israeli Government, how is it that the Israeli Treasury—and not 
the Israel Citrus Marketing Board—on October 23, 1954, still owed 
citrus growers 4 to 5 million pounds on the balance of exports from 
the previous season? ** And why is it that two members of the Israel 
Embassy called on the Foreign Agricultural Service on Friday, 
March 11, 1955, to intercede on behalf of the Israel Citrus Marketing 
Board and secure a formal statement from the United States Depart- 
ment of Agriculture—for presentation to Senator Holland—that the 
trade practices of their citrus industry in Europe were not harming the 
American citrus export trade? The request, incidentally was rejected. 

The open consignment offer to Belgian and Dutch citrus importers, 
in return for refusing to purchase anything but Israel grapefruit has 
been definitely confirmed by our people in Washington from reports 
turned in by our own agricultural attachés in The Hague and Bis. 
sels,** and the United States Department of Agriculture drafted a 
cable to our Embassy in Tel-Aviv suggesting the matters be discussed 
with the authorities there. On December 15, 1954, Foreign Agricul- 
tural Service informed us Israeli spokesmen had verbally denied this 
practice was going on, but a subsequent letter from a Rotterdam con- 
cern not only confirmed this tactic was continuing unabated, but that 
it had been extended to in-transit operations from the Netherlands to 
Switzerland. A prominent Dutch importer, who has requested his 
name be withheld for fear of retaliations personally confirmed all this 
in our office.** 


7 en Cue Industry of Israel, J. D. Ophen, Middle Bastern Affairs, vol. V, No. 2, p. 52, 
ebruary a 

© Advertisement, pp. 30 and 31, Fruit Annual, 1953-54, London. 

“ Haboker, Tel-Aviv, Israel, October 23, 1954. 

«Letter from Foreign Agricultural Service, U. S. Department of Agriculture, Washing- 
ton, November 17, 1954, to Florida Citrus Mutual. 

Letter from Gerrit Meulenkamp, Mill Valley, Calif., to FAS, U. S. Department of 
Asricaltute, Washington, quoting letter of December 9, 1954, from Rotterdam, December 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENBRAL 547 


Strong evidence points to the fact that these disruptive tactics are 
being financed by the American taxpayer—because of the inconsist- 
encies and conflicting policies within our various Government agencies. 
Of the $100 million Export-Import Bank loan granted to Israel in 
1949, $35 million extended in December 1950 went exclusively for 
agricultural development.** 

~ What was done with these funds? 

A 1954 magazine article reports : 

* * * The Israel Government is taking an active interest in all matters con- 
cerned with citriculture and is using all the means at its disposal to foster new 
developments. By using very substantial amounts of the Export-Import Bank 
loans for this purpose, by granting loans to growers and offering premiums on 
the sale of the citrus crop abroad, it is helping growers overcome their diffi- 
culties : 

Yet the Export-Import Bank recently rejected a request by Swedish 
importers to finance the purchase of American citrus. 

Our Foreign Operations Administration projects to Israel, now 
totaling over $300 million, are definitely supporting that country’s 
citrus export drive, both financially and materially. As stated previ- 
ously, the Israel Treasury still had unpaid obligations to its citrus 
growers for fruit sent abroad as of October 1954. In an official ar- 
ticle the Minister of Foreign Affairs explains the use of the FOA 
grants: 

* * * The grant-in-aid is to be used for purchasing supplies and economic 
development. The benefit to Israel will be threefold. First, the accretion of 
tens of millions of dollars will serve to strengthen our foreign currency position. 
Secondly, the Treasury will have new funds with which to finance essential 
development projects. Thirdly, a valuable contribution will be made toward 
stabilizing Israel’s currency and checking inflation * * *.@ 

On supplies of equipment, the attached list of FOA projects for 
Israel agricultural development shows a recent grant of $900,000 
worth of fruit-wrapping tissue—enough to pack 10 million boxes 
which, coincidentally, is Israel’s citrus export goal for the 1955-56 
season.*?7 Among other items which probably contribute toward mak- 
ing Israel highly competitive with American fruit are tinplate—un- 
questionably used in processed citrus—pesticides, spraying equipment, 
and many other articles that without a doubt enable the Israel Citrus 
Marketing Board to lower its export costs. 

Senator Hottanp. To point up this last paragraph for the infor- 
mation of the committee, are you telling us that the entire season’s ex- 
port output of citrus from Israel uses about $900,000 worth of wrap- 
ping paper, and that a grant for the acquisition of that much 
wrapping paper was made to Israel by FOA from the assets of this 
country ¢ 

Mr. Hearn. That is correct, Senator. 

Senator Hottanp. What was the date of that? 

Mr. Hearn. The date of that was February 15, 1955, Foreign 
Operations Bulletin No. 262. 


“ Israeli Office of Information Bulletin RP—19, April 1951, New York. 

*P,. 52, vol. V, No. 2, Middle Eastern Affairs, bruary 1954, J. D. Ophen, The Citrus 
Industry in Israel. 

“Israel Office of Information release, November 1951, statement by Mr. Moshe Sharett, 
Minister of Foreign Affairs, Israel, explaining use of $64,050,000 FOA grant. 

“ United States Aid furnished Israel, on agricultural projects, through Foreign Opera- 
tions Administration, Washington, D. C., summary of FOA bulletins. ‘ 





548 DISPOSAL OF AGRICULTURAL’ SURPLUSES—GENERAL 


Senator Hottanp. You may proceed. 

Mr. Hearn. Note that all these grants were made under the same 
Mutual Security Act legislation which Israel protested when it was 
used to assist America’s citrus export efforts last year. 

Senator Hottanp. You refer to 

Mr. Hearn. The Mutual Security Agency. 

Senator Hotianpv. You refer to the complaints filed by Israel 
against our shipping any of our fruit under MSA to the United 
Kingdom ¢ 

Mr, Hearn, That is right. 

Senator Hotzianp. Israel protested against that program ? 

Mr. Hearn. They did. 

Senator Hottanp. Proceed. 

Mr. Hearn. Senator Holland will vividly recollect the recent diffi- 
culties Florida experienced with the Dutch and German health 
authorities over the imports of color-added oranges from here, and 
the threatened total embargo of our fruit into those countries. Pains- 
taking efforts were required by our delegation in Washington to 
secure a statement from the Food and Drug Administration of the 
harmlessness of the process and reassure these authorities. Our Em- 
bassy in the Netherlands explains the reason behind all these 
difficulties : 

* * * reference is made to your letter of February 26 (from Mutual). We 
now have been informed that the Germans have never refused, but only threat- 


ened to ban, Florida oranges. Apparently other orange interests, principally 
the Jaffa (Israel) group are doing their utmost to stop the imports. The “color- 


added” is the factor * * *. 

As final irony, Florida grapefruit growers will be interested in 
learning that the United States Army quartermaster in Germany 
purchased 3,961 boxes of grapefruit and 230 boxes of oranges from 
the Israel Citrus Marketing Board.” 

An attempt was made in August 1954 by our Foreign Agricultural 
Service to secure some consistent policy from FOA that loans or 
grants would not be given to foreign countries in projects that com- 
peted directly with United States agricultural exports. How care- 
fully this plan was followed is illustrated by the fact that the grant of 
fruit wrapping tissue to Israel was made in February 1955. 

The Fruit Branch of FOA has been exerting every possible effort 
to secure freer access for our fruit in the British market through the 
Mutual Security Act, so far with extremely limited success, Yet 
another division of that same agency, under the same act is furnish- 
ing one of Britain’s major citrus suppliers with funds, equipment, 
and technical assistance to continue excluding us from a traditional 
outlet. 

Senator Hottanp. You mean one of the colonies? 

Mr. Hearn. No; 1 am referring here to Israel. 

Senator Hotianp. Go ahead. 

Mr. Hearn. One of the major opponents to our selling grapefruit 
sections to the United Kingdom under section 402 of the Mutual 
Security Act of 1954 is Jamaica—yet FOA is actively recommending 


ware ieee American agricultural attaché, The Hague, to Florida Citrus Mutual, 
March 8, 1955. 
” Israel citrus export statistics, World Fruit Trade annual, London, 1953-54 issue, p. 33. 
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dollar grants under that law to Jamaica for economic and agricul- 
5S 


ural development. Pat 7 
"We aoe cannot reconcile the situation of one section of a Gov- 


ernment agency striving to develop our export markets while another 
branch is granting aid to countries which seem determined to throttle 
our livelihood. Wy 

We have never been against financially assisting a country in reliev- 
ing famine, sickness, or contributing toward improving its com- 
munications and basic utilities development. But we are strenu- 
ously opposed to unsound plans of so-called aid that are specifically 
zimed at undermining our own agricultural economy. 

The Special Assistant to President Truman sounded a warning on 
this 5 years ago. He stated: 


* * * there is an equally pressing need on the part of our Government, in 
United States foreign policy and economic programs, for achieving both con- 
tinuity and consistency. The complexity and urgency of current foreign economic 
problems call for a high degree of consistency and continuity. These pressing 
problems cannot be dealt with on a short-run or periodic basis. On the other 
hand, it is important that commitments or promises (of aid) not be made unless 
there is a reasonable assurance of performance on the part of other countries. 
Thus, initiative and cooperation require that grants and loans be made con- 
ditional upon prior agreement regarding reasonable standards of performance, 
and that they be used to help achieve these standards. * * *” 


How does the import trade feel about our continued denial of 
undersupplied markets? Here are some observations: 


* * * T do, however, feel more convinced than ever that a deputation of men 
who are of equivalent rank in your Government to our Cabinet Ministers should 
be sent as soon as possible (to London), with the express purpose of obtaining 
our Government’s approval to the expenditure of X amount of dollars on fruit 
annually from the United States. If that was successful, we would have con- 
tinuity—at least on a limited scale—and we would see the permanent reopening 
of the United Kingdom market to dollar supplies of fruit. * * *™ 

* * * it is a fantastic state of affairs when it is we who have to suggest the 
use of the big stick against ourselves, but the truth is that we in the fruit trade 
have been victimized long enough on the wornout slogans of dollar shortages. 
Our Government's attitude is indefensible because (a) we cannot even procure 
a fair proportion of dollars available and (b) your Government has gone more 


than 90 percent of the road by saying, “If you can’t pay dollars, we shall accept 
stefling * * *”°” 


* * * much depends on the pressure which the Florida packers bring to bear 
on your own Government, but you may rest assured that as far as the trade 
in this country is concerned they are anxious and willing to import all the 
Florida grapefruit that they are able to do so * * *®* 

We strongly endorse these recommendations 

Senator Hoitzanp. Just a minute, if you will let me make a com- 
ment: It would appear that the British importers are no more satis- 
fied with the performance of their Government agencies than. our 
industries are satisfied with some of our agencies’ performances. 

Mr. Hearn. That appears to be the case. 

Senator Hotianp. Is that correct? These letters are from British 
importers ? 

Mr. Hearn. Yes, sir. 


® Report to President on Foreign Economie Problems, by Gordon Gray, November 10, 
1950, Pp. 21 and 97. 


W. B. Anderson & Sons, Ltd., Carlisle, England, letter of December 1, 1954. 
-_B. Anderson & Sons, Ltd., Carlisle, England, letter of November 4, 1954. 
. N. Bollans, Ltd., Liverpool, England, letter of February 12, 1955. 
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Senator Hotuanp, And of recent date ? 

Mr. Hearn. December of last year, November and February. 

Senator Hotianp. February of this year? 

Mr. Hearn. February of this year. 

Senator Hotzanp. Proceed. 

Mr. Hearn. We strongly endorse these recommendations, and urge 
they be acted upon as soon as possible. More vigorous representation 
is desperately needed, as the attached editorial from the Yakima 
Herald points out. 

Senator Hoiianp. That was out in the deciduous fruit area? 

Mr. Hearn. At the International Apple Convention last year. 

Senator Hottanp. I will read the editorial with interest, but I sug- 
gest you do not read it this time. 

Mr. Hearn, We also recommend that a searching revision be made 
on the Foreign Operations Administration policies under which 
grants are being made to countries responsible for denial of our tra- 
ditional export. outlets. 

Unless foreign countries make a genuine attempt, within a very 
early date, to lower trade barriers, and end discrimination against 
American fruits irrespective of commodity group, it is certain the 
industries of the 38 States that export apples, pears, grapes, citrus, 
and other fruits will strongly recommend to Congress that certain 
exclusion amendments are incorporated in the Reciprocal Trades 
Agreement Act against such offenders. 

In the United States Tariff Revision Act, a double or multiple- 
column tariff will be recommended, the most generous rates being re- 
served for like-minded nations whose citizens would trade freely with 
us, free of discriminations and on a freely convertible currency basis. 
It is only in this way the most-favored-nation clause can regain 
meaning. There should not be a supine concession in tariff reductions 
on our part without sincere and permanent major concessions on the 
part of foreign countries on a strictly reciprocal basis. 

We strongly recommend that our Agricultural Attachés be brought 
back to this country, turn in turn, for a practical field-training re- 
fresher course with the fruit industries themselves, so they ean get 
the feel, the problems and capacities of this tremendous agricultural! 
activity. 

Senator Scnorpren. Mr. Chairman, might I ask a question there? 
Possibly the committee can get the information. Senator Young has 
brought it out with reference to the small-grain industry. 

Do you know of a good qualified representative from the citrus in- 
dustry or the fruit industry who is in a responsible position in the 
State Department or the Department of Agriculture at the present 
time ? 

Mr. Hearn. No, not to the State Department; I do not know of 
any. 

We have a marketing research man, Mr. Henry Burke, who goes 
over from Foreign Agriculture, who is very capable. We also have 
Dr. Motz in London, who is extremely well-informed. 

Senator Hottanp. Where are they from, California? 

Mr. Hearn. I believe they are both from California. 

Senator Horianp. Thank you; go ahead. 

Senator Scnorrren. When I mention your citrus industry, I am 
impressed with that part of the statement where you point out the 
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tremendous percentage that is raised in this State, in this area; I would 
press for that. You are going to get some help. 

Mr. Hearn. Here we should like to digress a moment and pay tri- 
bute to the staff of Foreign Agricultural Service in Washington and 
publicly acknowledge the wonderful help and cooperation they have 
shown us on every occasion. Without their assistance, this statement 
would not have been possible, and we wish to express our appreciation 
to Mr. Don M. Rubel, Director of the Fruit & Vegetable Division. 

Senator Hottanp. In other words, he has made their files largely 
available to you, in order to enable you to document your statement ? 

Mr. Hearn. And also we have collaborated very, very closely on 
all products, tending to develop these export marke ts. Mr. Rubel, in- 
cidentally, went over to Europe last year to make a survey. 

We should like to pay tribute to Mr. J. Henry Burke, the citrus 
marketing specialist, and to a great friend and supporter of our citrus, 
Dr. Frederick A. Motz, marketing specialist for fruits at present with 
our London Embassy. We urge that both Mr. Burke and Dr. Motz 
be given an opportunity to present additional evidence to this sub- 
committee in W ashington on the problems they encounter daily in 
trying to open up our foreign markets. 

Closer integration of ideas, a consistent, sustained policy, and more 
vigorous representation abroad on fruits should be 1 sisted of every 
Government agency in Washington. Conflicting policies and direc- 
tives must be eliminated. The fruit industry is always willing to 
offer constructive suggestions in this direction, and to work closely 
with Congress and Government in every respect towards this goal. 

If these points are carried out—especially those relating to the Re- 
ciprocal Trades Agreement Act and the Tariff Revision “Act, we be- 
lieve the United States can show other countries that the term “Free 
World” has some valid meaning and purpose, and that those nations 
that comprise it are free in trade, currencies, ideas and common aims. 

Thank you. 

Senator Hotianp. Thank you very much, Mr. Hearn. I think this 
is & highly constructive statement, and it certainly opens up much 
information to this committee. 

Your attachments will be placed in the record at this point. 

(The attachments referred to follow :) 


Florida grapefrui 





1946-47 

Average price 
Processed price 
1947-48 _ 
Average price 
Processé 


Average price. 
Processed price 
1953-54 

Average price 
Processed price 


Total 


Yconomic abandonment 


Seeded 


Seedless 





1, 800, 000 | 
$0. 62 | 
$0. 49 | 

1, 300, 000 | 
$0. 14 

2, 500, 000 
$0. 29 
$0. 14 | 

200, 000 | 
$0. 25 | 
$0. 15 


5. 900, 000 | ' 


~<——— menses 


800, 000 
$0. 64 
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Trom the New Yorker, February 26, 1955 


GRAPEFRUIT 
sot SECTIONS int 


WALL AT} 


NO AMERICAN GRAPEFRUIT ! 


Read this cutting from “The Grocer,” 11/12/54 


Mr. N. Macpherson asked the Chancellor of the Exchequer what negotiations have taken 
place in regard to imports of canned fruit and citrus juices from the United States of 
America under aid; and if,any decision has yet been reached.—Mr. Maudling: Discussions 
are in progress with the United States authorities on the possibility of imports under aid 
which may be offered in respect of the United States fiscal year 1954-55, but it is not 

tended to include canned grapefruit, grapefruit juice or single strength 
orange juice in any arrangements which may be made. 


TROUP CoA <a 
GRAPEFRUIT SECTIONS 


GRAPEFRUIT JUICE ORANGE JUICE 
Grown in their own Groves and packed by the Citrus Companies of Jamaica and British Honduras 


Distributed throughout the United Kingdom by :- 


Train «Co.Ltd 


ADELAIDE HOUSE. LONDON BRIDGE, E.C.4 


TELEPHONE: MANSION HOUSE B62! (6.LINES) AND S592 (sLINES) 


T MANCHESTER LIVERPOOL NEWCASTLE > CARDIFF: BRISTOL -BIRMINCHAM-HULL- GLASGOW ETC 


60149—55—>pt. 2 18 
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IMPORTS OF 


Particular preserves for particular 
people hove been the forte of Chivers 
of England since 1806. Bitter yet 
sweet Orange Mormalade (Seville 
Oranges of course), delectable Black 
Currant and luscious whole-berry 
Strawberry Preserves . . . a royal 
threesome of true-fruit goodness. 
Fievour Aristocrats on any table. 
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United States aid furnished to Israel through Foreign Operations Administration, 
Dec. 3, 1953 to Feb. 28, 1955 


FOA Bulletin No. 


Dec. 3, 1953 


Dee. 4, 1953... --- ‘ 


Jan. 6, 1954 


Jan. 


Jan. 2 
Jan. 2 
3—Feb. 
- Feb. 4 Ps 
Feb. 10, 1954 
Feb. 11, 1954_- 
Apr. 5, 1954 
—Apr. 16, 1954 
May 5, 1954 


Do 

May 10, 1954 
Do eo 
May 18, 1954_. 
May 20, 1954... 


June 1, 1954... ...-- 
June 8, 1954... .....- 


Do...- 
June 10, 1954 


June 15, 1954. 


June 16, 1954. 


June 18, 1954. ..__.-| 


une 21, 1954. 


June 23, 1954 
June 24, 1954 


Dee. 10, 1954 
Jan. 7, i955 
Jan. 13, 1955 - 
~Feb. 7, 1955 


May 7, 1954....._- 


Procurement authoriza- 


PA-71-771-00-4203 
PA-71-1701-00-4001 _. 


P-A-71-6608-00-4207/4204__- 


PA-71-00-4215 
PA-71-00-4220 


PA-71-570-85-4237.._______| 


PA-71-00-4239 
P A-71-6608-004238 


-.| PA-71-620-00-4234...._-___| 


_.| PA-71-00-4240_____ 


Feb. 15, 1955... _.- 


Feb. 28, 1955... 


197 


July 8, 1954 








PA-71-00-4248 
P A-71-00-4245 


PA-71-390-00-4244_____ -___| 
PA-71-660-00-4241_________| 


.| PA-71-771-00-4255 
| PA~-71-820-00-4249_... 
-+| PA=71-00-4267_..._...-..-. 


PA-71-0614-00-4023_____ ..- 
PA-71-820-00-4258_.... . _ 
PA-71-6608-00-4256_____. . 


PA=7h0 4200. -.-- 


P A-71-570-85-4264 _ - 


| PA-71-00-4263. 
J ly 8, 1954.....-.| : 
| PA-71-660-00-77-5202. 
| PA-71-620-00-77-5203..- 


PA-7!-620-94-4267 


PA-71-570-00-77-5204 


| PA-71-570-00-77-5204_ 


PA-71-591-00-77-5206_ 


PA~71-610-00-77-§205.____| 


PA-71-740-00-77-5229 
PA-~71-00--77-5211 


| PA-71-660-99-77-5218_.._. 


PA-71-660 00-77-5210 
PA-71-691-00-77-5221 


PA-71-770-00-77-8208 
P A-71-730-00-77-5209 


PA-71-730-0-77-5228 __ 
PA-71-771-00-77-5207. _ . .. 


| PA-71-780-00-77-5230...._- 


PA-71-696-99-77-5223. _ _- 
PA-~71-710-00-77-5226 _._- 
P A-71-236-00-77-5002. _- 

PA-71-891-00-77-5231..__. 


| PA-71-891-00-77-5213____- 
i PA-~438-53A-01-02-05/73 


(82). 








Value 


150, 000 


92, 000 
450, 000 
350, 000 


2, 120, 000 | 


32, 000 


105, 000 | 


3, 130, 000 
200, 000 
75, 000 


150, 000 
1, 200, 000 
100, 000 
1, 800, 000 


220, 000 | 


1, 902, 000 
180, 000 


40, 000 
175, 000 


100, 000 
100, 000 
60, 000 


2, 000 | 


500, 000 
250, 000 
105, 000 


450, 000 | 
440, 000 | 


2, 400, 000 


3, 700, 000 | 


1, 500, 000 
150, 000 


300, 000. | 
900, 600 | 


140, 000 
450, 000 
400, 000 
335, 000 


250, 000 
332, 000 


100, 000 
100, 000 
100, 000 
90, 000 
75, 000 
75, 000 
54, 000 
50, 000 
40, 000 
35, 000 
30, 000 
13, 762 


200, 000 | 








Item 


Irrigation equipment. 
Oil and lubricants. 
Agricultural machinery and tractors. 
Package machinery and autoclave. 
Tinplate and parts for agricultural ma- 
chinery. 
Vent fans and refrigerating equipment. 
Commodities for irrigation. 
Do. 
Do. 
Industrial chemicals. 
Agricultural pesticides. 
Fuels, lubricants. 
Tinplate. 
Tractor parts. 
Lubricants. 
Lumber, softwood. 
Commodities for irrigation. 
Tinplate. 
Crude oil. 
Electric apparatus, office machines, 
appliances. 
Irrigation program. 
Chemicals, vehicles and parts con- 
veying equipment. 
Industria] chemicals. 
—_" (120) plates, stee] bars, ete. 
50). 
Tractor parts. 
Motor vehicle parts. 
Electric apparatus, 
chinery. 
Soap stock. 
Motor vehicles. 
Tinplate. 
Aluz inum, tin, zine base and plates. 
Hard and soft lumber. 
Irrigation commodities, tinplate. 
Oil. 
Tinplate and other ferrous materials. 
Crude oil and petroleum products. 
Wood and lumber. 
Do. 
Fruit wrapping tissue. 
Coal and related fuels. 
Pumps, earthworking equipment. 
Tractors. 
Tinplate, steel sheets. Stainless steel 
in various forms. 
Tinplate. 
Aluminum alloys and products for irri- 
gation. 
Agricultural equipment. 
Chemicals. 
Engines and turbines. 
Diesel engines for pumping. 
Parts for agricultural machinery. 
Industrial machinery. 
Tin ingots. 
Electric motors and spare parts. 
Pesticides. 
Circular rubber gaskets. 
Tires, tubes, ete. 
Sprayers, hose, tank trailers. 


industria] ma- 


White spirits, miscellaneous, petroleum 
products, and wax. 





{From the Yakima (Wash.) Morning Herald, September 1, 1954] 


fruit over there. 


APPLES AND DIPLOMATS 


We would appreciate it if official representatives of the United States Govern- 
ment in Kurope would get tough and demand a better break for United States 
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Maybe our European export problem will be helped materially when the agri- 
cultural attachés in the foreign capitals begin reporting direct to the Department 
of Agriculture soon. For too long our Government has been taking the artificia] 
barriers erected by European governments lying down, while sending technical 
experts abroad to build up production which competes with our exports. 

James E. Klahre, manager of the Hood River Apple Growers, who was on a 
mission to Europe for the Secretary of Agriculture, described the unhealthy 
European outlook for United States fruits to members of the International Apple 
Association in convention here. 

Mr. Klahre and his mission found Europeans have a healthy appetite for 
United States apples, pears and citrus fruits. They are beginning to have the 
dollars to pay for them, too. But they can’t get them because their own politi- 
cians build up trade barriers. The Norwegians, for instance, claim they don’t 
sell fish to us, but Spain buys from them. Therefore, the Norwegians won't let 
their people have California oranges. They eat the Spanish varieties. We don’t 
know where they get their apples, but it isn’t from Yakima. 

European nations, on one pretext or another, are maintaining isolationist poli- 
cies. The United States meanwhile is playing an open game, but we aren’t in- 
sisting enough on opening up Europe. And we're giving them money and tech- 
nical know-how while they channel their trade elsewhere. It is time for our rep- 
resentatives to go to bat for their own people. 


Senator Hotianp. There is one point I would like to dwell on, or 
I would like you to dwell on, if you will. 

In my long conference with the Ambassador of Israel and his coun- 
selor, they repeatedly insisted that the practice which their citrus 
export board, the Israel Export Citrus Board, was carrying on on the 
Continent, that is, of insisting on dealing exclusively, that they would 
furnish their citrus fruits, provided that the man they dealt with 
would not buy fruit from us, or from anybody else, except Israel; 
they insisted that that was a customary practice in the fruit industry, 
and was a fair practice, and that they would insist that that was the 
case. 

Would you care to comment on that? 

Mr. Hearn. It would not be so objectionable if there was open con- 
signment tactics which were done exclusively with their money, but 
it is our loans that enable them to do that. 

Admittedly, mést of these fruits that are exported to Europe are 
exported by boards that are Government controlled and, therefore, 
they can sustain any financial loss that the private industry of any 
country simply could not do. 

Senator Pibe awn: This point was called to my attention by several 


letters, and I am asking that yor comment upon it : These letters stated 


that the Israeli Citrus Marketing Board, and the marketing policy 
of the Israeli Board, was to consign their citrus fruit with a guaranteed 
commission, regardless of whether it sold well or not, provided there 
was no trading with us, and that they went so far as to state that they 
would not supply them oranges, unless they would agree not to buy 
grapefruit from us; is that correct, or not ? 

~ Mr. Hearn. That is what I have heard, and I have every reason to 
believe that statement is absolutely correct. 

Senator Hotzanp. In other words, if that statement be correct, that 
an importer, let us say, in Holland or Belgium or elsewhere, where 
this rule applied, in supplying himself with Israeli oranges, would 
have to agree not to buy American grapefruit. 

Mr. Hearn. That is right. 

Senator Hottanp. From what sources did you get that information? 

Mr. Hearn. We got that information from 2 sources: 1 was 
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from Don Rubel himself; the other, you will have an opportunity to 
question Mr. Winston, who, I believe, will be able to give you some 
very enlightening information on that. 

Senator Hotianp. You mean Mr. J. R. Winston, senior horticultur- 
ist up in Orlando, and who has been stationed in this State 30 years or 
more as a representative of the Department of Agriculture? 

Mr. Hearn. Yes, Senator. He was over in Europe in the fall when 
this tactic took place. 

Senator Hotianp. Thank you. 

Senator Eastland, do you have any further questions? 

Senator EastLanp. No question, except to compliment Mr. Hearn 
on a very fine statement. It is going to be very helpful. 

Senator HontLtanp. Senator Smathers? 

Senator Smaruers. Yes. I would first like to compliment Mr. Hearn 
on his splendid statement, well-documented, very clear and very per- 
suasive. 

Being a member of the Finance Committee and one who will be 
called on to vote on the pending reciprocal trade bill within the next 
2 or 3 weeks, I would like to know if you have given any consideration 
as to what changes in the reciprocal trade agreements bill I might be 
able to bring to the attention of the committee. 

Mr. Hearn. Senator Smathers, on page 14 we say, we suggest, that 
certain specific exclusion agreements are incorporated in the Recipro- 
cal Trade Agreements Act. 

Senator EastLtanp. What are they? Could you give us those? 

Senator SmatuHers. That is right. Could you elucidate on that a 
little bit as to what you have in mind or what you are prepared to 
submit ? 

What I am saying is that you could be very helpful to me, and I, in 
turn, could be very helpful to you, if you would give me some exact 
language and some specific language that we might be able to have the 
Finance Committee include in the legislation before it. 

Mr. Hearn. We can do that, but I would like an opportunity to con- 
sult with the members of the Pacific coast who are working likewise 
on this, so as to get the recommendations made in a unified fashion. 

Senator Smatuers. That would be fine. Well, you will do that? 

Mr. Hearn. I will take care of that. 

Senator SmatueErs. Let me ask you one other question: What have 
you done insofar as trying to export citrus to South American coun- 
tries ? 

Mr. Hearn. It is very difficult indeed. They will not allot dollar 
exchange to fruits. That has been a complaint that the Pacifie Fruit 
Export Council has consistently brought up. They just cannot get 
the dollars. 

We do export a certain amount to Venezuela, but that is the excep- 
tion. 

Senator Smaruers. It is actually then, a matter of dollar exchange? 

Mr. Hearn. Yes, sir. 

Senator Smarners. Of course, they do not have the benefit of any 
mutual security program, such as that which exists between the 
United States and Europe, and the United States and Asia. 

Mr. Hearn. I believe they do have a mutual security program. 





558 DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 


Senator Smatruers. We have technical assistance mutual defense 
programs but we do not have straight grants to any of the Latin 
American countries in Europe and Asia. I just wondered whether 
you were directing much effort toward the selling of citrus in that 
area. 

Mr. Hearn. Efforts have been made, but they are so discouraging 
on account of the exchange situation that where we do feel, like in 
Kurope, that there is a possibility of a market being developed, where 
the standard of living. is higher, and where people can and are pre- 
pared to pay for our fruit, that we should do that. 

Senator Easritanp. Venezuela is a big dollar earner through her 
oil shipments to this country. 

Mr. Hearn. Yes. 

Senator Easttanp. Now, your exports to that country, are they 
appreciable, are they minor ? 

Mr. Hearn. I tried to get the import statistics from the Department 
of Commerce in time for this hearing, but they have not yet reached 
me. 

As you know, there is a considerable time lag on such information. 

Senator Easttanp. Now, the oil industry wants those imports shut 
off. If that were done, what would happen to your export business 
to that country? How could they pay ? 

Mr. Hearn. Our fruit industry would be cut off. 

Senator Eastianp. Sir? 

Mr. Hearn. Our fruit industry would be cut off. 

Senator Easrianp. Right. 

Senator Hotianp. Mr. Hearn, the committee is exceedingly obliged 
to you for your fine statement, and I am sure that it has opened up 
much information that we have not had heretofore. 

I am particularly glad that you will make specific recommenda- 
tions along the lines requested and suggested by Senator Smathers. 

We will call the next witness. 

Mr. J. R. Winston, senior horticulturist, United States Depart- 
ment of Agriculture, of Orlando. 

Mr. Winston. 

May I say I think everybody in this room knows Mr. Winston and 
knows of his long labors in behalf of this industry, which entitle 
him to the most respectful possible hearing, and will entitle his state- 
ment to a very great amount of weight by this committee. 

Mr. Winston, you may proceed, sir. 


STATEMENT OF J. R. WINSTON, BIOLOGICAL SCIENCES BRANCH, 
AGRICULTURAL MARKETING SERVICE, UNITED STATES DE- 
PARTMENT OF AGRICULTURE, ORLANDO, FLA. 


Mr. Winston. A week or so ago I received a letter from Senator 
Fastland inviting me to attend this meeting, and supply him with 
six copies of my brief statement. 

I wrote up a statement, sent it to Washington for approval, of 
course. It went to the Secretary’s Office, and I received a telegram 
Friday afternoon to the effect that that brief had been sent from the 
Secretary’s Office to Senator Eastland’s office Friday afternoon. 
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All I have with me is just some paper—TI have some rough notes, 
so I really do not have too much of a statement to make. 

Senator Hotitanp. You may proceed, and we will file as a part of 
the record ye complete statement when it reaches us from the De- 
Agriculture. 


partment Oo 


STATEMENT FILED BY J. R. Winston, Brotogicat Sctences Brancw, AGRICUL- 
TURAL MARKETING SERVICE, UNITED States DEPARTMENT OF AGRICULTURE, 
ORLANDO, FLA. 


In the past Florida citrus shipments to Europe have not arrived there in 
uniformly good condition, resulting in heavy financial losses to either the 
shipper or receiver. Because of the frequently unsatisfactory arrival condi- 
tion of Florida fruit on the European market, the Florida Citrus Exchange 
and the Florida Citrus Mutual requested the United States Department of 
Agriculture to conduct export shipping tests with a view of determining what 
conditions should be provided to enable Florida shippers to make not only 
sound delivery at European ports but to have the fruit hold up for a reason- 
able length of time after discharge from the vessels. In order to obtain first- 
hand information, two Government employees were sent to Europe last fall 
along with a shipload of fruit. Test packages of fruit from known history 
were placed in different parts of the cargo, and during the voyage tempera- 
ture were made at frequent intervals in different parts of the ship. These 
packages were inspected on arrival at Rotterdam, stored in common storage 
warehouses and inspected at weekly intervals for 2 weeks, simulating the 
market period. One of the men remained in Rotterdam to receive shipments 
of test fruit during the remainder of the current shipping season; the other 
returned to the States after visiting the principal markets where the fruit 
that was under observation during transit had been distributed. These markets 
were Antwerp, Rotterdam, Hamburg, and Paris. The reason for visiting the 
several markets was to note changes in the condition of the fruit after dis- 
charge from the ship. 

To date four test shipments have been made; the fifth is expected to get 
underway in a few days and the sixth within the next 2 weeks. It is planned 
that these test shipments will continue from Florida during the remainder 
of the season, and they are expected to be started with California shipments 
around the first of April. 

In general, the cargo of oranges which was accompanied by Government 
agents arrived in Antwerp, Rotterdam and Hamburg in essentially the same 
condition that they went aboard ship, while the grapefruit on the same ship 
did not fare so well. Between dates of inspection of our test fruit an oppor- 
tunity to visit a number of importers and some of the larger distributors pre- 
sented itself. There appear to be good opportunities for export business if 
the packers in the States do a good job and if the fruit is handled properly 
all the way from the packinghouse to the retail stores in Europe. The gen- 
eral economic condition in Europe is good. We were told that most of Europe 
is in a high state of prosperity, that France is consuming five times as much 
citrus as it did prior to World War II, and that there is no question about the 
people of Europe having a desire for citrus. The demand probably will in- 
crease with improving economic conditions. 

Among the impediments facing the Florida growers and shippers are the 
restrictions in the form of money or commodity exchanges imposed by gov- 
ernments themselves. This is resulting in very little if any citrus fruit moving 
from Florida into England. There are other influences which may impede a 
ready movement of fruit from Florida to Europe. For example, we were told 
that the shipment of Israelean citrus to certain parts of Hurope was condi- 
tioned upon our grapefruit being excluded from those markets. We also 
heard that in order for certain receivers to obtain Israelean oranges they would 
he foreed to take a proportion of Israelean grapefruit. 

Practically all of the information of this nature was picked up when calling 
upon the trade along with our agricultural attachés from Belgium, France, and 
Holland. These attachés are in a much better position than I am to jtive 
you a clear picture of the overall situation. 
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Mr. Winston. I would much prefer, Senator, since I was in your 
office a few weeks ago, for you to just ask me a bunch of questions, 
and I can try to answer them from memory. 

Senator Hottanp. Mr. Winston, I will be glad to ask you the ques- 
tions from memory, also. 

Mr. Winston. Yes, sir. 

Senator Hotianp. You did come to my office to make what was in 
the nature of an informal statement relating to your recent trip to 
Europe and your recent contacts with our agricultural attachés, and 
with members of the fruit importing trade in various European 
countries ¢ 

Mr, Winston. Yes, sir. 

Senator Hottanp. When did you make that trip? 

Mr. Winston. We left here, left Fort Pierce, November 23. arrived 
Antwerp December 6, I think it was, Rotterdam the 7th, and Hamburg 
the 11th; those are the approximate dates, 

Senator Hottanp. What countries did you visit? 

Mr. Winston. We visited Belgium, Holland, Germany, France 
and England. 

Senator Hottanp. England? 

Mr. Winston. England; yes, sir. 

Senator Hotianp. Did you meet the agricultural attachés of our 
Embassies in each country ? 

Mr. Winston. Yes, sir. 

Senator Hoiitanp. Will you please state for the record your own 
personal reactions to these agricultural attachés, as to their informa- 
tion, ability, aggressiveness. 

Mr. Winsron. For their information, I think they are very well 
posted, but remember this, Senator, they have a tremendously large 
field to cover, the subject that they have. 

Now, for example, the attaché in Holland is primarily concerned, so 
I was told, with cheese and grain, so naturally he would not have too 
much time left for these odd chores—a wonderful, fine young man, 
bright and capable. 

The same is true in Paris. Now, he had other crops to follow. 

Senator Hotianp. Did they seem to have a grasp of the essential 
facts of the fruit-producing industries of the United States? _ 

Mr. Winston. Yes, sir; I think they are doing an excellent job inso- 
far as it is humanly possible for 1 or 2 people to cover such a tre- 
mendous field. 

Senator Hotianp. In other words, they have a very large field geo- 
graphically, they have a very large field in that they represent all of 
American agriculture ¢ 

Mr. Winston. Yes, sir; it is utterly impossible for them. 

Senator Hotianp. They cannot possibly devote any large part of 
their time to any one of their activities? 

Mr. Winston. That is my reaction; certainly it applies back home 
here. 

Senator Hotianp. But you did find them alert, progressive, well- 
informed young Americans? 

Mr. Winston. Yes, sir. 

Senator Hotianp. Please state for the record 

Mr. Winston. Then—well, I visited—first of all, let me say we 
went over with a shipload of fruit, on a shipload of fruit, on which we 
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had some test packages placed in different parts of the cargo, the idea 
being to determine what temperatures prevailed in the ship, different 
parts of the ship, and those packages were inspected on arrival at 
Rotterdam; they were stored in common storage for 2 weeks, rein- 
spected at weekly intervals, and between those dates of inspection, 
that was the time of my visiting around receivers with our different 
attachés. 

Senator Hotzanp. For the record, did the fruit arrive, by that ship- 
ment, in good condition or otherwise ? 

Mr. Winston. So far as I could see, the oranges arrived in essentially 
the same condition in which they went aboard ship. 

The grapefruit, we were not quite so successful with. They could 
not take the temperatures that oranges could favor. 

Senator Hottanp. What was the condition of the grapefruit ? 

Mr. Winston. The grapefruit showed relatively large spots, pitting, 
what we call low-temperature spots. 

We tried to maintain a temperature of around 38 to 40 during the 
transit period, and we know that is not too desirable for grapefruit, 
but we did not realize that fruit early in the season would be quite so 
susceptible; in other words, we hoped that it would not—we hoped 
that grapefruit at that season could tolerate that low temperature for 
the transit period of, say, 12 days, but we guessed wrong. 

Senator Hottanp. Now, on your periodic inspections 1 week later 
und 2 weeks later, what was the condition of the fruit ? 

Mr. Winston. The spots on the grapefruit just enlarged, got a little 
larger, as time went on. There was very, very little decay developing 
during the holding period of 2 weeks. 

Senator Hottanp. This question was not a question of decay, it was 
a question of 

Mr. Winston. Rind breakdown. 

Senator Hotitanp. Rind breakdown. 

Mr. Winston. Yes. 

Senator Hotianp. Now, in talking to the receivers, the importers, 
what was their comment with reference to the condition of our fruit ¢ 

Mr. Winston. In general, they were quite satisfied ; in general, they 
were quite satisfied with the condition of the fruit this year and last 
year, with but few exceptions, those exceptions being cargoes of fruit 
that went over at temperatures too high for the well-being of the fruit. 

One ship arrived while I was there, I think, with heavy decay because 
temperatures were too high during transit. 

Senator Hotzanp. Did you talk with importers in each of the coun- 
tries which you mentioned you visited ? 

Mr. Winston. Yes, sir. 

Senator Hottanp. And you say the general reaction was they 
thought the fruit was in good condition ? 

Mr. Winston. Yes, sir; they were highly satisfied with oranges and 
grapefruit, for the most part. They were satisfied. 

Senator Hottanp. What was their attitude with reference to their 
desire to rebuild or to build large businesses with our Florida citrus 
export agencies ? 

Mr. Winston. They have a desire, yes, sir, to get more business from 
the States. 

Senator Hotzanp. Yes, sir. 
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What was the statement to you by the agricultural attachés wit) 
reference to their relative ability to carry on the business of Americay 
agriculture successfully now, as compared with before the passage 
of the law last year aban they were assigned to the Department of 
Agriculture direct, rather than being directly under the Department 
of State? 

Mr. Winston. Senator, I really do not remember any direct state- 
ment from them; I gathered this: You get some ideas just feeling— 
I rather got the impression that our agricultural attaches are happier 
now since they are back in the Department of Agriculture than they 
were when they were in the State Department. I would not want to 
say that anyone told me that. 

Senator Hotzanp. Did any of them make any statement to you 
with reference to the kind of cooperation they were receiving from 
the State Department at this time, forgetting about what might have 
happened prior to the passage of the act last year ? 

Mr. Winston. I do not remember any such conversation. 

Senator Hottanp. Did you have any discussion with any of the 
elements in the trade there with reference to the trade practices of 
either the British colonies in the West Indies, or the Israel citrus 
industry ¢ 

Mr. Winston. Yes. In Antwerp, three of the principal receivers 
told me, in substance, told us in substance—I was accompanied by our 
agricultural attaché wherever I went—they told us, in substance, that 
in order for them to receive Israeli citrus, they would not be permitted 
to handle American grapefruit. 

Senator Hottanp. Who was making that condition / 

Mr. Winston. The Israelis; they did not tell whether it was a board 
or not; they just said the Israelis. 

Senator Hotianp. Did they tell you that in order to receive Israeli 
oranges they are to agree not to receive American grapefruit ? 

Mr. Winston. In substance, yes, sir; I do not remember the exact 
words, but that was certainly the sum and substance of their state- 
ments. 

Senator Hottanp. How many of the receivers told you that? 

Mr. Winston. Three in Antwerp; 1 or 2, I believe, in Rotterdam; 
and essentially the same story in Paris from 2 wholesalers. 

Senator Hottanp. What about Hamburg? 

Mr. Winston. That subject was not brought up in Hamburg. 

Senator Hotianp. What about in England ? 

Mr. Winston. In England it was largely a matter between the colo- 
nies; two receivers there told me that they hoped conditions would 
soon be arranged, whereby they could import American fruit again. 

Senator Hotianp. Did they not tell you that the colonies, between 
them, were not able to nearly meet their market demand for citrus 
fruits? 

Mr. Winston. I do not know that they said that, but that was cer- 
tainly my impression. 

Senator Hottanp. You knew from the statistics which were known 
to you 
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Mr. Winston. Yes, sir. 

Senator HoLtanp (continuing). Available to everybody, that the 
combined imports available from the British colonies do not begin to 
meet the customary British market demand for citrus? 

Mr. Wryston. Yes, I knew that; yes, sir. 

Senator Hottanp. What did the attaché, our attaché, in Britain have 
to say to you about that situation, if you ree: call ? 

Mr. Winston. I spent but little time with our attaché in Britain; 

rather, I spent my time there with Fred Motz, our fruit specialist, sta- 
‘natal in London at the Embassy; and I gained the impression from 
him that we could do business in Europe if some of these governmental 
barriers were lowered with respect to money exchange and commodity 
exchange. It is not a matter of desire on the part of the public; it is 
at the Government level, where we have most of our troubles. 

Senator Hottanp. You mean that the public in Britain, for in- 
stance, wants and needs our fruit ? 

Mr. Winston. Yes, sir. 

Senator Hortanp. Who was the gentleman who accompanied you 
to my Office, your superior there in the Department of Agriculture? 

Mr. Winston. W. E. Pentzer. 

Senator Hotianp. Then the Department of Agriculture was fully 
familiar with the reports you made to me? 

Mr. Winston. Yes, sir. 

Senator Honnanp. I presume you made a report to them before you 
came to the conference with me. 

I appreciate your statement, and I realize that you are a technical 
man primarily in the matter of the methods of shipment and methods 
of storage and methods of preparation, and the like, of fruit; but I 
think that this committee will greatly value your statement with ref- 
erence to what you found in the trade in these European countries, 
although that is not so directly in your field, as I understand it. 

Mr. Winston. Yes, sir. 

Senator Hottanp. That is correct, is it not? 

Mr. Wrxsron. We are concerned primarily with delivering fruit 
to market in sound condition, and with sufficient help so that ‘it will 
hold up for a reasonable period of time. 

Senator HoLtanp, Senator Eastland? 

Senator EastLanp. No questions. 

Senator HoLtanp. Senator Schoeppel? 

Senator ScHorpreLt. Are you convinced that with our shipping 
methods, and the arrangements that attend those types of shipments, 
we can get that fruit over there at reasonable cost, and in pretty good 
condition ? 

Mr. Wiyston. If you would cut out the word “cost”—let me stick 
to the biology part of it. 

Senator SCHOEPPEL. Yes. 

Mr. Winston. Because I am really not in a position to discuss any- 
thing pertaining to costs. 

Senator ScHorpren, I see. 
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Mr. Wrvyston, If our shippers here do a reasonably good job in 
handling the fruit up to boatside, if the fruit is precooled to a safe 
temperature, within reasonable time after it is packed and shipped in 
a refrigerated vessel overseas, we can make sound delivery anywhere 
in the world, certainly in Europe, and it will hold up there by a 
reasonable length of time—by that I mean 2 or 3 weeks in winter, 
particularly, because the outside temperatures there are good cold- 
storage temperatures. 

We do not have to put it in cold-storage rooms over there. The 
ordinary barns or warehouses are cold enough. As a matter of fact, 
the fruit we carried over was stored in an ordinary, unheated, un- 
ventilated warehouse, in Rotterdam. 

Senator Hottanp. And it held up under such conditions? 

Mr. Winston. Two weeks almost perfectly. I think we had less 
than 1 percent decay after 2 weeks, 

Senator Hottanp. And your testimony relates now solely to fresh 
fruit? 

Mr. Winston, Yes, sir. 

Senator Hotianp. Of course, it has no relation at all to canned 
single-strength juice, or canned sections, or to concentrate, or any 
of the other processed movements which are not subject to deteriora- 
tion in any way ¢ 

Mr. Wriyston. That is right. 

I think we are well informed right now as to the proper handling 
of oranges. 

I am not convinced that we have the answer for grapefruit early 
in the season, grapefruit prior to Christmas; that is rather tender 
fruit, and I am convinced in my own mind that the temperatures that 
oranges should be shipped at are not the temperatures that grapefruit 
should be shipped at; in other words, it would have to be put in differ- 
ent holds of the ship. 

Senator Hottanp. After the grapefruit is fully matured, the points 
you have just madé do not apply. 

Mr. Winston. Not so acute. We have made four shipping tests 
to date. The fourth is on the high seas right now; the fifth one will 
sail Thursday of this week, and another one is scheduled for about 2 
weeks, in about 2 weeks. 

Senator Hottanp. You mean commercial shipments? 

Mr. Winston. Yes, sir; commercial shipments, in which we have 
experimental lots of fruits, thermographs, and other temperature- 
recording instruments. 

Senator Hottanp. And again your statement with reference to the 
shipping problem does not apply at all to the sections, the canned 
juices and the like, for which there has been a much greater demand in 
the past than there has been for fresh fruit ? 

Mr. Winston. Yes, sir. We just limit it to fresh fruit only. 

Senator Scnorpret. I would like to ask you one other question 
which because of your experience you can answer. I shall also read 
your statement which is going to be given to the committee for our 
files and records. 
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Now, the question I want. to ask you—I know it isa judgment ques- 
tion—but I would really and truly like to know your opinion as to 
whether you think we should add to, or would it be helpful if we 
had more people available in the European areas to handle these 
matters? 1 know that is a matter of dollars and cents, but we would 
like to know that. 

Mr. Winston. Sir, I would say that is the best investment we 
could possibly make, to send some well-qualified people over there to 
cover the territory. 

The countries are too large for just two people. Fred Motz is almost 
as old as I am, and he cannot do too much running around any more, 
Burke is all right. He is a good man, a fine man, but Europe is a whale 
of a big continent, and I think we should have, as I repeated this over 
and over again in Washington, that the USDA should have well- 
trained biologists over there, working with the trade, with the re- 
ceivers, with the wholesalers, in showing them by demonstration what 
temperatures they should hold their fruit at. 

For example, I think we could hold oranges along with apples very, 
very satisfactorily around 32° as an average. I am convinced they 
could not hold grapefruit at that. 

If I had to stick my neck out and make a recommendation on very 
limited information, I would say that our grapefruit had better be 
stored along with lemons at a much higher temperature, around, say, 
45 or 50. 

Senator Scnorpre.t. Well, I appreciate knowing that, because it is 
my personal conviction, on an industry that I do not know very 
much about, that it needs a vigorous pressing in the foreign markets, 
and we have got to have competent manpower over there in greater 
numbers. 

Mr. Winston. Senator, I think our men are doing everything they 
could be expected to do. 

Senator Scnorpre.. Yes, I appreciate that. 

Mr. Winston. I do think we are lacking in know-how, the biology 
angle of it. We, perhaps, are well enough informed on the economic 
aspect. 

Senator Scnorrpren, Yes, 

Mr. Winston. But the biological aspect, I know we are woefully 
deficient. 

Senator ScHorrre.. Thank you very much. 

Senator Hottanp. Thank you very much, Mr. Winston. 

Senator Eastland ? 

Senator EAstianp. No questions. 

Senator Hotianp. Senator Smathers? 

Senator SmMaTuHERS, No questions. 

Senator Horttann. Thank you very much for your testimony, and 
we shall, of course, read carefully your full statement. 

Mr. Winston. Thank you. 

Senator Hornanp. In case some of you should get away before 
12:15, the hour of our recess, comes, I am requested by Mr. Rutledge 
to extend to you an invitation, that is, to everyone in the room, to at- 
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tend the Citrus Mutual luncheon at the yacht club immediately after 
this 12: 15 recess as guests, of the Citrus Mutual. 

I emphasize that as it comes to me, you are all invited as guests of 
the Florida Citrus Mutual. 

The next witness is Mr. C. C. Rathbun, executive secretary of the 
Florida Canners’ Association. 

Mr. Rathbun, you proceed in your own way, and we are very happy 
to have you. 


STATEMENT OF C. C. RATHBUN, EXECUTIVE SECRETARY, FLORIDA 
CANNERS’ ASSOCIATION, TAMPA, FLA. 


Mr. Ratrueun. Mr. Chairman, after Mr. Hearn’s very fine state- 
ment, which you gentlemen have received very nicely, I will make 
mine very brief. 

I am dealing with citrus juices entirely, because I feel that there 
are other witnesses who will deal in sections. 

This association has for its membership all of the citrus canners 
in the State of Florida. 

The exporting of citrus juices, which includes orange juice, grape- 
fruit juice, and blended juice from the United States to continental 
Europe for the seasons of 1940-41 up to and including 1953-54 is as 
follows: 

Cases 


607, 888 
781, 240 


Gallons 
1952-53 265, 000 
1953-54 
1 See p. 570 for detailed information. 


During this period the lpporiane of these same commodities from 
the United States to United Kingdom were practically nil. However, 
the records show that United Kingdom did import these commodities 
from other countries as indicated by the Fruit Intelligence Report of 
London, England, in their March 1954 issue which stated as follows: 


Despite the higher level of total imports of fruit juices during 1953, receipts 
of citrus juice showed some decline, an increase in sweetened varieties only 
partly compensating for a reduction in the unsweetened. Jamaica supplied 
greater quantities in each of these categories and accounted for 15 percent, of 
the total imports of citrus juices (excluding sweetened lime juice), as against 
8 percent in 1952. Imports of citrus juice from other parts of the British West 
Indies showed some increase in total, heavier supplies of sweetened varieties 
more than offsetting a reduction in unsweetened juices. Receipts of sweetened 
citrus juices from South Africa and other Commonwealth sources were, how- 
ever, Sharply reduced. Imports of unsweetened citrus juices from foreign coun- 
tries fell by 16 percent ; the resumption of imports from the United States com- 
pensated to only a slight extent for the lower level of purchases from Italy and 
Israel. 
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Summary of United Kingdom imports of citrus fruit juices for the years of 
1952 and 1953 


[Thousand gallons] 


| 





Unsweetened Sweetened 


1953 1952 | 1958 


Australia... ~- =n nna |nenneens-n-} 3 |----- 
South Africa - . | | 155 | 
Jamaica..-.-.-~- oan an nanan === anata | 475 
Other British West Indies--............-....-.--------- 506 
Gold Coast..--.------------------------------ ~--+-----] ‘ 55 | 
Nigeria. on--+------| 56 | 
Cyprus. .-----------.-------------- wanereneeeensene-=| i-- 
Other Commonwealth 
French North Africa-- 


Italy “eas 
United States -.....-..------ aD Rocks Ahaered kfm py ont 7 


Netherlands. ....-.---------------~---------+------+------ 
Denmark setsLoet 
Greece. ...--- 
Other foreign 


Cees Senet ao Seo ticocnanowennn .| 
Foreign . ..-.--. ; Geiser Sa - 














| British Honduras, 306. 
? Belgium, 260. 


The following table, which gives comparative details for 1988 and few post- 
war years, shows that total imports of fruit juices during 1953 were only slightly 
below the record level of 10.1 million gallons in 1948. The sharp increase, com- 
pared with 1952, is attributable to the very heavy supplies of canned unsweetened 
noncitrus juices, which, at 3 million gallons, were three times the 1950-52 
average; the bulk of the receipts in this category, consisted of Australian, South 
African, and Malayan pineapple juice. This increase much more than compen- 
sated for the decline in purchases of citrus juices, which was particularly severe 
in the case of canned unsweetened concentrated orange juice; imports of this 
variety, which are made mainly by the Ministry of Food under the Child Welfare 
Scheme, have fallen from 1.7 million gallons to 0.9 million gallons in 1953. Re- 
ceipts of sweetened orange and grapefruit juice, the bulk of which is in tins for 
retail sale, rose by 21 percent. 


Summary of United Kingdom imports of canned orange and grapefruit juices: 
1939, 1948, and subsequent year's 


[Thousand gallons] 








‘ Includes blended orange and grapefruit. 





Data covering the importation of citrus fruit juices during the 
period of 1938-48 and subsequent years very definitely shows that 
United Kingdom consumes rather a large quantity of these com- 
modities. However, the citrus industry of the United States is not 
receiving its proportionate share of this trade. 
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I wish to read here from another periodical. 

Senator HoLianp. The first tabulation on page 1 of your statement 
relates to the exportation of orange juice, grapefruit juice, and blended 
juice from the United States to continental Europe for the seasons 
1940-41 up to and including 1953 and 1954. It does not relate to 
sections or fresh fruit, but relates solely to the American export of 
those particular commodities. 

Mr. Ratusun. That is correct; and during this period, these com- 
modities shipped from the United States to the United Kingdom were 
practically nil; in fact, there were not any. 

Senator Hotzanp. The second page shows the summary of the 
United Kingdom imports of citrus fruit juices for the years 1952 and 
1953, and the sources and amounts? 

Mr. Rarusun. That is correct. 

Senator Hottanp, Of those imports; is that correct ? 

Mr. Rarueun. That is correct, and what I would like to point out, 
from the Commonwealth, the first item on unsweetened juices in 1952 
there was an amount of 1,382,000 gallons; from foreign countries 
there were 3,179,000 gallons, which we did not receive, exports into 
that country, at all. 

Senator Honiano. In other words, that is entirely soft-currency 
imports? ' 

Mr. Ratusun. That is correct. 

Senator Hotianp. Of citrus juice. 

Mr. Ratuesun. That is right. 

Senator Hotnanp. All right. 

Mr, Rarueun. The data covering the importation of citrus juices 
during 1938 and 1948 and subsequent years, would definitely show you 
that the United Kingdom definitely consumes a large quantity of 
these commodities. However, the citrus industry of the United States 
is not receiving a proportionate share of its trade. 

Next follows here an editorial that was announced at the time, or 
written at the time of the announcement of the Mutual Security Act 
last year, which I will not read. 

Senator Hoxtianp. I wish you would read that, Mr. Rathbun, be- 
cause I think it is a very interesting one, This editorial appeared in 
what trade journal ? 

Mr. Rarusun. The Grocery Gazette. 

Senator Hotitanp. London ? 

Mr. Ratueun. Yes, sir; published in London. 

Senator Hotzanp. Proceed. 

Mr. Ratueun (reading) : 


Since the publication of an article by our market correspondent in May 1 
issue of the Grocers’ Gazette, the problems of the West Indian citrus growers 
have been given prominence in the Times and the Fruit Trades Journal. Although 
we are primarily concerned with the food-trade aspects of the matter, we should 
take the broad view and consider the political, as well as the economic, factors 
which arise from the announcement that supplies of fresh and canned citrus are 
to be imported from the United States under the Mutual Security Act. 


Senator Hottanp. May I digress to ask if this editorial was pub- 
lished at about the time limited importations into the United Kingdom 
were made of American citrus in 1954? 

Mr. Rarueun. Yes, it was 1954, correct. 

Senator Hotianp. Proceed. 
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Mr. RaTHBuN (reading) : 


The announcement came as a bitter blow to the industry at a time when hun- 
dreds of West Indians are coming to this country im order to escape poverty and 


unemployment and when communism is making its influence felt in that country. 
“It would be ironical if the export of American citrus to this country were to con- 
tribute to the extension of the growth of communism in places much nearer her 


shores,” wrote our market correspondent. This is a problem for the colonial 
office who can, nevertheless, appreciate that an industry in which over 7 million 
pounds has been invested and with export values approaching the 2-million-pound 
mark, is a small, but potent, bulwark against that political influence which arises 
out of poverty. 

The development of Commonwealth food industries which are so vital to this 
country in time of war (or of dollar shortage), is retarded by inadequate tariff 
preference—inadequate because other food exporting countries now subsidize 


their exports to this market—but the preference at present allowed on grapefruit 
is very much lower than for other fruits. For example, the duty on fruits in 


sirup (except grapefruit and stoned cherries) from sources other than Common- 


wealth range from 12 to 15 percent, ad valorem, plus 11s. 8d. per hundredweight 
on the sugar content of the sirup. Commonwealth fruits (other than grapefruit 


and stoned cherries) are liable to a duty of 5s. 10d. per hundredweight enly, 
on the sugar content. With grapefruit, the duty for fruit other than Common- 
wealth is 11s. 8d, per hundredweight only, on the sugar content, whilst Common- 


wealth grapefruit is assessed at 5s. 10d. per hundredweight on the sugar content. 
In other words you save only 9d. on about 90 x 20-ounce tins of Commonwealth 


grapefruit—hardly sufficient to compete with the mechanized might of the Ameri- 
can canning industry which seeks to export an embarassing surplus. 

Senator Hortnanp. In other words, they complain because the tariff 
differential per hundredweight between the colonial imports and the 
American imports, give to the colonial imports only that advantage of 
9 shillings, which is mentioned there ? 

Mr. Ratueun. That is correct. 

I might say here, which is not in this statement, that we have in the 
United Kingdom—it is not doing us any good—but canned grapefruit 
sections are free into the United Kingdom, except on the sugar con- 
tent; there is no duty on it whatever; and the sugar content, I would 
say, of a case of sections is about two or two and a half pounds. That 
would be the only duty assessed against grapefruit sections. 

It is a little different on the juices, 15 percent ad valorem on the 
juices. 

Senator Horznanp. All right, proceed. 

Mr. Ratusun (reading) : 

In order to offset the competition from subsidized exporters the import duty 
on canned fruits of all kinds from sources other than Commonwealth would have 
to be about 25 percent ad valorem, but this would infringe the spirit of GATT 
and would take some getting through at the next tariff conference. If this 
cannot be done, we should at least insure that grapefruit is not singled out for 
such unfair treatment. Either the dependent territories must support them- 
selves, or, as time goes by, they will have to be provided with increasingly large 
grants. The growers and packers want a new outlook on preference, and if this 
is not sufficient they want a quota system introduced. “To draw the line between 
commercial commonsense and duty to the Colonies may not be easy,’ says the 
Times: Nevertheless action must be prompt and lasting. 

Senator Hoitianp. In other words, the editorial indicates quite 
clearly that the question is the drawing of a line between commercial 
commonsense, that is, buying the best product for the least money un- 
der private industry or following a course of duty to the colonies, 
which imports have a relatively heavy tariff on anything but their 
product. 

Mr. Rarueun. That is correct. 

Senator Hotzanp. Is that what the article means? 


60149—55— pt. 2——19 





570 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Mr. Rarusun. That is the way I understand it. 

Senator Hotxanp. Then instead of having anything like equality 
with the colonial imports of citrus fruit, this editorial makes it very 
clear that we are unequally treated now, and that the writer of the 
editorial questions the commercial wisdom of the course of action? 

Mr. Ratusun. That isright. 

Senator Hotianp. Thank you. 

You may proceed. 

Mr. Rarueun. In preparing this brief statement, we have confined 
our information to the importation to United Kingdom of canned 
citrus juices by the members of the Commonwealth and foreign coun- 
tries. Other testimony to be presented will cover grapefruit sections. 

The Florida production of citrus fruits is growing yearly with the 
consequent necessity expanding the consumption of canned citrus. It 
becomes each year of increasing importance that additional foreign 
outlets be found and developed. 

The experience of the canned citrus industry, other than the United 
States incident to the sale and exportation of canned citrus juices to 
the United Kingdom demonstrates conclusively that the United King- 
dom is without question one of its better potential customers for these 
products. 

(The data showing exports for 1953-54 follows :) 


Eaports—Canned citrus juices, continental Europe, season of 1953-54 


Cases, 


basis 
Orange juice, single strength 24/2’s Orange juice, frozen concen- 
Netherlands 94,580 trate: Gallons 


Belgium and Luxembourg. _ 5, 70) 
20, 998 


Grapefruit juice, single 
strength : 
N lands Orange juice, hot pack: 
— Netherlands 


Citrus juice blended, single 
strength: 
S Grapefruit juice, hot pack: 
Netherlands_ 
Belgium and Luxembourg. 
Germany 


Note.—Compiled by Florida Canners’ Association, Tampa, Fla. 
Source: U. 8S. Department of Agriculture. 
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Mr. Ratrusun. I would like to read something here that is not in 
this presentation at all. It is the import of fruit juices, citrus juices, 
during the month of January 1953. That picks out one particular 
month. 

Citrus fruit juices imports during January, of unsweetened single- 
strength orange or grapefruit juices, inereased by 42,000 gallons, 
compared wtih the previous month due mainly to the resumption of 
purchases from Italy. a 

Imports of concentrated varieties rose by 90,000 gallons, Jamaica 
being the chief source. 

Receipts of unsweetened, other sorts, rose by nearly 68,000 gallons, 
a sharp increase in supplies from Italy, much more than compensatin 
for the reduction in the entry of lime juice from the Windwar 
Islands, while relatively moderate increase in sweetened orange »r 
grapefruit juices reflected heavier purchases from Jamaica and British 
Honduras. 

It lists all these countries as during the month of January import- 
ing into the United Kingdom citrus juices, but the United States, the 
only item shown there, is 62,500 gallons of concentrated orange juice, 
which is the hot packed, and that was subsidized. 

That is the only item that is subsidized, going into the United 
Kingdom, which they take. 

Senator Hottanp. In other words, they will not admit the products 
which are not subsidized, but they did take the single product which 
was subsidized ; is that it? 

Mr. Ratupun. Well, they object to having these single-strength 
juices subsidized, but they want the concentrated subsidized, which 
they buy from the United States about 300,000 gallons in a year. 

But during the same month of January, Jamaica imported into the 
United Kingdom 100,000 gallons of concentrate. 

Senator Hotzanp. Does that add up to the fact that nobody else 
sroduces the hot-packed concentrate, and they have to turn to the 

Jnited States, or not get it? 

Mr. Ratusun. No, according to this record here, they receive some 
from Jamaica. 

Senator Hotz~anp. Well, what is the reason for their excepting con- 
centrate from the other varieties ? 

Mr. Ratueun. You mean from other countries? 

Senator Hotzanp. No, other varieties from us. They take only our 

concentrates. 

Mr. Ratusun. Well, I cannot answer that, Senator; I wish I knew. 

Senator Hotzaxp. Do you know of any logical reason why that 
position would be taken ? 

Mr. Ratusun. No. 

We enjoyed a very fine trade with the United Kingdom, as you 
know, prior to the war, on sections. Juice was not developed to a 
great extent at that time. 

Senator Hotianp. You have not covered in your statement the sec- 
tion trade at all? 

Mr. Ratupun. No. I stayed away from the sections, because there 
are two gentlemen to follow me who are going to dwell on the sections. 

Senator Hotianp. Traditionally, the United Kingdom has been one 
of our finest customers for sections; have they not? 
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Mr. Rarusun. Yes; they have gone as high as 1.6 million cases in 
1 year. 
eecine Hoxttanp. Any questions, Senator Eastland ? 
Senator Eastianp. No questions. 
Senator Hotianp. Have you completed the statement? 
Mr. Rarusun. Well, yes; it isa brief statement there. Thank you. 
Senator Hotxianp. I suggest that we close this hearing at this time, 
rather than to subject the next witness to the necessity of being divided 
in time between the morning and afternoon session. 
We will recess, therefore, until 2 o’clock, and I hope that you will 
be here, then, so we can begin promptly. 
(Whereupon, at 12:05 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m., of the same day.) 


AFTERNOON SESSION 


Senator Hotianp. The subcommittee will please come to order. 

Mr. Homer Hooks is the next witness. 

T understand he also will file a statement for Mr. Marvin H. Walker; 
is that correct ? 

Mr. Hooks. That is right, Mr. Chairman. I have Mr. Walker’s 
statement here and if it is agreeable with the committee I will place 
that in evidence and then present my own. 

Senator Hottanp. Mr. Walker’s statement will be filed. 


STATEMENT Firmep By MARVIN H. WALKER, GENERAL MANAGER, F'LormpDA CiTRUS 
CANNeERS COOPERATIVE, LAKE WALES, FLA. 


Mr. Chairman and gentlemen, I am general manager of Florida Citrus Canners 
Cooperative at Lake Wales, Fla., a cooperative which processes and markets the 
fruit of some 1,200 Florida citrus growers. These growers annually produce 
about 10 percent of the oranges, grapefruit, tangerines, and limes grown in the 
State. We pack from their fruit such products as canned juices, canned grape- 
fruit sections, canned citrus salad, frozen concentrated juices, and frozen grape- 
fruit sections. " 

As growers as well as canners and concentrators, our members are vitally 
interested in developing every outlet for citrus fruit. We have long recognized 
the value of foreign markets as a means for doing two things: First, bringing 
the healthful properties of citrus fruit and juices to people who need these bene- 
fits, and, second, providing a market for a portion of our crops which might 
otherwise prove burdensome and unprofitable to our growers. 

We are not particularly interested in an export business based on sporadic 
and intermittent deals. We want to work out a long-range program on exports 
which will make our products available to people in other countries the year- 
round. We want our fresh oranges and fresh grapefruit in their grocery stores 
when these fruits are in season, and we want them to have our canned and con- 
centrated juices available to them in all the months of the year. 

Florida citrus growers have not had Federal programs establishing floor 
prices on their crops, nor do they want such price-support programs. They 
much prefer to work out their problems in their own way. At the same time, 
when we talk about exports, we have to realize that we need and must have 
the positive and forceful assistance of our Federal Government and executive 
departments. In these times, foreign trade is primarily a matter of negotia- 
tion between governments rather than between buyers and sellers. For this 
reason we must have constant and aggressive action by you gentlemen in the 
Congress, by the Department of Agriculture. the Department of State, the For- 
eign Operations Administration, and by other agencies in Washington, to keep 
the urgency of maintaining a sound export program before the r persons 
in other countries which should be taking our citrus products. ithout this 
assistance, we can do little here to improve our export sales. 

This assistance has not always been constant, and it has certainly many times 
been less aggressive. We have often had the feeling that persons in high 
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places in Washington have passed over citrus fruits and products when devel- 
oping export programs. Other commodities are included, but it seems we seldom 
are. And yet we have here, in citrus fruits, nature’s richest source of vitamin C 
which everybody needs every day. We get the answer that foreign govern- 
ment agencies are not putting citrus on their lists of requested commodities. 
Let’s not kid ourselves. If our Government people, in negotiating these pro- 
grams, made it quite clear that the United States Government is very much 
interested in exporting some citrus under these programs, I am sure that, 
somehow or other, citrus would begin to show up on a few of these lists prepared 
overseas. 

Last year the Congress passed Public Law 480, which sets up some $700 
million for agricultural exports. What programs have been worked out as of 
this date which include citrus? None, as far as I know. Last year the Congress 
passed Public Law 665, which authorized expenditure of some $350 million for 
underwriting exports of surplus agricultural commodities. What programs 
have been worked out under this law which include citrus? I know of none. 
We have got to get the people who work on these things to know and realize 
we want and expect citrus to be included. 

We are not dealing here with an annually planted crop like wheat or corn 
or tobacco or tomatoes. Florida growers have many millions of dollars invested 
in their trees and groves, which continue to bear year in and year out, and 
which must be fertilized and sprayed and cultivated throughout each year to 
protect the investment which they have in them, whether fruit crops can be 
sold or not. Many of these groves, especially the grapefruit groves, were planted 
before World War II when we were able to sell fresh grapefruit and canned 
grapefruit products in European countries. Yet when we lost these foreign 
markets, during and after World War II, the trees did not stop bearing fruit. 
They produced more than ever and serious crop surpluses have occurred. In 
several recent seasons millions of boxes of grapefruit have fallen to the ground, 
unharvested, for lack of a market. 

In the last World War the Federal Government took all of the canned grape- 
fruit sections produced in Florida for the Armed Forces, and for 3 years we 
could not sell this product to the people in this country who had been buying it. 
While we were certainly glad to provide grapefruit sections for the Armed 
Forces, the fact that we could not sell them to American consumers for 3 years 
lost for us a lot of the consumer demand that we had built up for this product. 
People who had been buying grapefruit sections just forgot about them, and got 
out of the habit of using them. As a result, when the war ended and we could 
again sell grapefruit sections to American civilians, we could not sell as many 
as we had been selling before the war. And when, at the same time, we were 
unable to sell grapefruit sections to Great Britain and European countries, be- 
cause of trade and currency restrictions, our growers of the grapefruit that we 
use for packing canned sections were badly hurt. So also were many of the 
people employed in Florida canning plants to peel and sectionize the grapefruit 
when we can it. 

There have been extensive new plantings of citrus groves in Florida in recent 
years. Most of these new plantings are of orange trees. The plantings of 
grapefruit have been limited mostly to pink and red varieties, which are not 
used for canned products. The Florida production of oranges has increased 
50 percent in the last 7 years, and it may increase as much as 33 percent in the 
next 7 years. The Florida production of grapefruit also is increasing though 
not so fastt. 

While frozen orange concentrate has been a spectacular success, our packs of 
canned citrus juices and canned grapefruit sections are not increasing as fast 
as our crops are increasing each year. In fact, there has been a marked decrease 
in the United States per capita consumption of canned juices and grapefruit sec- 
tions. The increase in the consumption of frozen orange concentrate has been 
partly at the cost of a lower consumption of canned grapefruit juice, and the 
ats: to orange concentrate is constantly making our grapefruit problem more 
critical. 

Everyone from our industry who goes overseas reports the people are eager 
customers for citrus, if they could get it. We have it to sell to them. The 
present subsidy program guarantees them a reasonable retail price. But the 
logjam is in between. The boards of trade, food ministries, import agencies— 
aes an the people to be won over. We need your help in doing this part of 
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We have here the largest fruit industry in the country. It is producing some 
of the most desired fruit in the world from the standpoint of taste and good 
health. We stand ready and able to ship these fruits, in fresh, canned or con. 
centrated form, to consumers all over the world. Consumers are willing to buy 
them. We need aggressive and persuasive help at high levels to put the last 
link in the chain. 

Senator Hoitianp. All right, Mr. Hooks, you may proceed with your 
own statement; we’ll be glad to hear you. 


STATEMENT OF HOMER E. HOOKS, MARKETING MANAGER, 
FLORIDA CITRUS CANNERS COOPERATIVE, LAKE WALES, FLA. 


Mr. Hooxs. Mr. Chairman, I am marketing manager of Florida 
Citrus Canners Cooperative at Lake Wales, Fla. Mr. Walker, our 
general manager, was to have presented his statement prior to mine, 
and in that statement he identified the company. That is to say, we 
have in our organization about 1,200 Florida citrus growers, annually 
——— about 10 percent of the total citrus crop in the State. We 
take the fruit from these growers and process it into a complete line 
of canned and frozen citrus products. 

Senator Hotianp. That all appears in Mr. Walker’s statement ? 

Mr. Hooxs. That appears in the introductory portion of Mr. 
Walker’s statement. 

Senator Horianp. Which has already been incorporated in the 
record ¢ 

Mr. Hooxs. That is right, sir. 

We market these products all over the United States and Canada 
and in many countries overseas. We are now in the process of develop- 
ing a substantial export business, realizing the tremendous potential 
market which exists in foreign countries. 

Last fall, I visited Europe in behalf of my company, spending about 
7 weeks in England, Holland, France, Switzerland, Germany, Den- 
mark, Sweden and Norway. During this time I talked with scores of 
persons engaged in the food business in those countries—importers, 
wholesalers, retailers, and many consumers. I also met with our agri- 
cultural or economic attachés in these countries and gained from them 
a picture of the particular import problems affecting each country. 

y net impression is that we can at least double our present dis- 
tribution of canned and frozen citrus products on the continent of 
Europe. 

eatin Hoixianp. You exclude the United Kingdom ? 

Mr. Hooxs. In the portion, yes. 

The people there are conscious of the health properties of citrus 
juices and are ie to buy our products. It would be fine if we 
could go ahead and develop this business freely, but unfortunately 
there are serious roadblocks in the way. The two main ones are lack 
of dollars and rigid import restrictions. The lack of dollars is being 
gradually eased by rapidly improving internal economies in Europe, 
permitting them to export more goods to dollar areas and thus earn 
dollars with which to buy. As this happens, the rigid import restric- 
tions will be relaxed to permit an inflow of the much-desired goods 
from hard-currency countries, _ 

The lack of dollars problem ‘was supposed to be further alleviated 
by Public Law 480, setting up $700 million for surplus agricultural 
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exports, and Public Law 665, which allocated $350 million for the 
same purpose. ’ : 

Senator Hotnanp. If “be will allow me to make this statement at 
this time, my distinguished colleague, Senator Schoeppel, whom we 
are honored to have here at the hearings, was one of the most respon- 
sible persons for the enactment of Public Law 480. My recollection 
is that he and another Senator from my side of the aisle, were joint 
authors, you and Senator Clements, were you not? 

Senator Scuorpret. That is right. 

Senator Hotianp. I want to say now we are very, very grateful for 
the existence of that law, and it has already done good as a whole for 
our Nation. 

Mr. Hooks. We are certainly grateful for it here in our industry, 
Senator. The great value of these two pieces of legislation was that 
the foreign governments could use their own currencies to import 
these surpluses from us, thus reducing the drain on their already 
meager dollar supplies. But we have not seen so far that either of 
these laws has operated to benefit the Florida citrus industry. 

Meanwhile, the European countries are recovering fast. Last fall’s 
index of industrial production for 12 West European countries was 
56 percent higher than it was in 1938, and 11 percent higher than in 
1953. We saw a concrete example of this last summer in Western 
Germany. Germany found it had accumulated handsome dollar bal- 
ances as a result of its industrial progress, One of the things it did 
was to set up a million-dollar import program for canned fruit juices. 
And the result of this was that Western Germany last year bought 50 
percent of the canned orange juice and 55 percent of the canned 
grapefruit juice exported to Europe. It actually bought more than 
this, because it got additional merchandise in transshipments from 
Holland and Be gium. 

To a lesser extent, the Netherlands is a steady buyer of our canned 
citrus, and France, Belgium, and Switzerland are coming along fast. 
Sweden relaxed all dollar imports just a few months ago, and I 
found buyers there eager to bring in canned citrus. Sweden is far 
ahead of most of Europe in living conditions and is already a very 
promising market for frozen concentrates. Switzerland and Ger- 
many are the other best sh tap for frozen products at the moment. 

The high premium on dollars seriously limits all import activities 
in Europe. In France, for instance, the cost of dollars for importing 
citrus—even if and when they get an import license—may be as much 
as 70 percent of the cost of the product. Even Western Germany is 
a trouble spot to the extent that it is beginning to favor its European 
neighbors and their possessions as sources for goods, over the United 
States. This means that Jamaican grapefruit juice might get into 
(sermany ahead of juice from the United States. We need vigorous 
action in Washington and Bonn to prevent this from happening. 

The situation on the Continent is improving, but we need a deeper 
knowledge and interest in the health and economic values of citrus on 
the part of our people who work out import programs with foreign 
governments, so that citrus can move in greater volume to these 
markets. And we certainly need this kind of representation in the 
program planning under Public Laws 480 and 665, in which over a 
billion dollars is available for just such purposes as I am describing. 
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(Discussion off the record.) 

Mr. Hooxs. The single greatest problem is in Great Britain, where 
we have met with nothing but frustration and discouragement. This 
was at one time a major market for our canned grapefruit sections. 
The following table indicates the exports of canned sections to Great 
Britain since 1931, with the percentage of the total State pack repre- 
sented by these exports. 

Gentlemen, the table which does follow there indicates the season 
from January 1931 to each season; the second, exported to Great 
Britain and in each particular season; and the third column indicates 
the percentage of the season pack exported to Great Britain in each 
season. 

Note that the period from 1931-382 until 1939-40, the years just 
prior to the Second World War, was a very heavy export period to 
Great Britain of our grapefruit sections. 

Senator Hotianp. For instance, the year 1939-40, the total amount 
of sections exported to Great Britain was 1,381,000 cases, if I under- 
stand the table? 

Mr. Hooks. Yes, sir; that is right, sir, and even greater was the 
year before that, 1938-39, when 1,736,000 cases were exported for 
42.33 percent of our State pack for that year. 

Senator Hotnanp. State pack of 

Mr. Hooks. Grapefruit sections. 

Senator Hotianp. Sections? 

Mr. Hooxs. That is right, sir. In other words, nearly half of our 
total State production in that one year went to Great Britain. Then 
the table follows on through the war years when, of course, there was 


little, if any, export. 1946-47, we got in with 1,388,000 cases, but 
since that time, exports to Great Britain have been practically negli- 
gible percentagewise and in total cases. 

From this data it is obvious that we have lost a big customer of our 
canned grapefruit sections. During the years before World War II. 
Great Britain was aking about a third of our sections pack. Its 

3 


heaviest purchase was 1,738,000 cases in 1938-39. I have no doubt 
whatsoever that we could easily sell a million cases of sections in 
Britain now, and with normal expansion of distribution, we should 
reach 214 to 3 million cases within 5 years. 

Look what this would mean to Florida grapefruit growers. On 
March 5, this year, Florida canners had in their warehouses 1,177,000 
more cases of sections than they had at this time last year—a 56 per- 
cent heavier inventory. This surplus could very easily be sold in 
Great Britain. Instead, we have a depressing effect on the domestic 
market, and today’s prices on canned sections will not return the cost 
of growing the grapefruit and hauling it to a cannery. 

Senator Hotianp. Incidentally, the sections represent a heavier 
investment in packing than the juice or the other products which you 

roduce. 
. Mr. Hooxs. That is right, sir. The high cost of the manual labor 
involved in packing the product. And, of course, the higher capitali- 
zation required in the canning plants, additional machinery. 

Grapefruit growers have endured some very hard times. In the 
past 5 years, the per capita consumption of fresh grapefruit has 
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dropped 20 percent, and the per capita consumption of canned grape- 
fruit juice has dropped 48 percent. But in the same period the trees 
continued to bear fruit, and last year’s crop was the heaviest in 
ristory. 

Seiatde Hoxtxianp. I think the record ought to be clear on that. 
There has not been any letup whatever the merchandising and adver- 
tising and efforts to sell grapefruit on the part of the Florida citrus 
industry, has there ? 

Mr. Hooxs. No, sir; none at all and conversely there has been an 
increasing effort to sell. 

Senator Hotranp. And furthermore, during this period of time 
that you mention, our principal competitor, friendly competior, Texas, 
had a devastating freeze which cut down the total of grapefruit 
production quite heavily ? 

Mr. Hooxs. That is right, sir. 

Senator Hottanp. The real reason for the diminished consumption 
per capita of grapefruit is largely related to the public demand for 
orange concentrate, has it not? 

Mr. Hooxs. That is true, sir. It has followed that trend, as the 
demand for orange concentrate increased fabulously in the last 10 
years, the demand for grapefruit products decreased. 

* Senator Horxanp. In other words, the great advancement in one 
field has brought on an added problem in another ? 

Mr. Hooxs. It has. 

Senator Hottanp. Proceed. 

Mr. Hooks. The net result of this lack of an outlet for grapefruit 
has been a real financial loss to the growers. During the past 8 seasons, 
sincs the end of the war, we have actually abandoned 10,600,000 boxes 
of grapefruit in Florida. This fruit dropped to the ground, unhar- 
vested, because there was no market for it. In 1951-52, nearly 10 
percent of the entire crop was a dead loss. It is interesting to note 
that most of this abandonment of fruit occurred while Britain was 
importing little if any of our sections. There was no abandonment 
in the years Britain was taking a third of our pack. 

The question then arises, Why doesn’t Great Britain resume buying 
sections? Mr, Hearn very capably covered that this morning. The 
answer is a political one. Jamaica, a British crown colony, is also a 
producer of canned grapefruit sections, so the British Government 
has made it a matter of policy not to import sections from the United 
States. The fact is that the Jamaican production is quite small— 
probably not more than 300,000 cases. Geat Britain could take all 
the Jamaican pack and still import 750,000 to a million cases from 
the United States. Yet the political pressures operating between the 
a Indies and London have completely excluded us from this 
market, 

Senator Hotianp. May I ask a question: Has there been any effort 
toward getting a deciison by the British Government which, in effect, 
would make their colonies preferred suppliers but would still, on 
some guaranteed basis, allow the American product to come in there 
in a competitive way as against the rest of the world ? 

Mr. Hooxs. Apparently not, Senator. The policy has been to bring 
in the colonial supplies and exclude imports from other citrus pro- 
ducing areas, 
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Senator Hotitanp. But my question was, Has there been any effort 
in the direction I indicated to get away from that policy by putting 
the colonial producers in a preferred class, underwriting or guaran- 
teeing their operation, and still allowing their market, which needs a 
great deal more by way of supply, to take our product ! 

Mr. Hooks. Well, the policy that our people have followed is to 
try to pursuade the British to go ahead and take the Jamaican sections, 
if that is their policy, that they have to do it and still take ours; the 
market is there for all of the Jamaican sections plus a million of our 
own, but apparently the British have taken the position that they 
will take all the Jamaicans produce and none of ours. 

Senator Hottanp. And go hungry? 

Mr. Hooxs. And go hungry. 

Senator Hotianp. Go right ahead. 

Mr. Hooxs. Last season, we sold 139,000 cases to British importers 
under a limited Mutual Security Administration program. Because 
of Jamaican protests, the British waived the subsidy on these exports, 
which automatically priced them higher to the British housewife. 
Yielding to additonal damaican protests, the British Food Ministry 
took 135,000 cases of sections from Jamaica. But a British importer 
told me in London that the Food Ministry had to practically force 
distributors to take the Jamaican sections at a cost which was 17 per- 
cent less than the Florida fruit—and much of the Jamaican sections 
remained on the grocery shelves, unsold, while the Florida grapefruit 
moved without difficulty. 

In other words, British consumers, the British housewives, want 
the Florida sections, they know them and recognize the better quality 
and they like the price. 

Senator Hottanp. Of course we have been in the business of pro- 
ducing this product a long while, whereas Jamaica has just come into 
this particular field. 

Mr. Hooxs. That is true. It is purely a political question. 

British food distributors, retailers, and consumers know our sec- 
tions and want them back. We have here a surplus of grapefruit 
sections. In fact, our present surplus is almost exactly the amount 
Britian could take without any trouble. Yet we are stymied by 
Jamaica’s small and inferior pack. People from our industry have 
worked on this problem; our representatives in Britain have pleaded 
with their Food Ministry people to modify their rigid ee and 
our Department of Agriculture people in Washington have worked 
hard to get the British to put grapefruit sections in their overall fruit- 
buying programs. But nothing has come of all this. 

We feel the time has come for the most effective and persuasive ac- 
tion at the highest level. It is inconceivable that the eager and wait- 
ing British demand will forever be denied access to the ample sup- 
plies we have here. Some way must be found to remove the Jamaican 
sections from the controversy and open the way for our own products 
to move to the British market. Wouin you to arrange immediate 
conferences with high-level representatives of the Jamaican Govern- 
ment, our own industgy, our Department of Agriculture, and the 
British Government to work toward a final solution to this problem. 

Senator Hotnanp. Thank you very much. I think your state- 
ment is i enlightening. nator Schoeppel, do you have any 
questions 
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Senator Scuorrre.. No further questions, thank you. 

Senator Horzanp. You have stated in your statement that in the 
course of your recent visit to the European markets you traveled 
around oan visited and talked to agricultural attachés, and importers 
of fruit, and various other groups of persons. I particularly appre- 
ciated your long letter and factual epee on this to Mr, Gustav Bur- 
meister, Assistant Administrator of the United States Department of 
Agriculture in the Foreign Agricultural Service of which you sent me 
a copy: phos! 

Mr. Hooks. Yes, sir. 

Senator Hotianp. And you also addressed to me separately a letter 
on that subject. Do you have any comments to make with reference 
to this degree of information and aggressiveness which you found 
present on the part of the agricultural attachés? 

Mr. Hooxs.1 think, in several cases, several cases over there in 
Europe, there was a degree of basic knowledge lacking of our citrus 
industry. : 

Now, I realize, as Mr. Winston said this MOFnINg, Wee gentlemen 
have a great, broad field to cover. They cannot be expected to be 
experts on every agricultural industry. At the same time, our particu- 
lar industry is moving in in great volume, into these countries, and 
I think it would behoove the attachés, the agricultural attachés, in 
these countries to become more familiar basically with our problems. 

Some peomle of our contacts in London, one agent, told me that 
apparently our Embassy there is not agriculturally minded. It does 
not have a grasp of the basic elements of what we are trying to do. 
A gentleman in Paris relied a great deal on Henry Burke, who hap- 
pened to be in his office at the time I was there on basic information of 
the French attitude toward citrus. There were a few outstanding 
exceptions, in Bonn, Germany, Mr. Hagerty, as I told you, Senator, 
one of the very finest and most able agricultural representatives we 
could expect to have. 

The gentleman in Stockholm, Mr. Reese, another fine man, has 
unfortunately been transferred. But in several other places I feel 
we are not quite getting the intelligent and aggressive representation 
that we should have. 

Senator Hotianp. You called the observations which you made 
in this field directly to the attention of the responsible authorities? 

Mr. Hooxs. Immediately upon my return I wrote to the gentleman 
who is in charge of the assignments in the foreign agricultural service. 
I might say I also suggested at that time these gentlemen might be 
brought back to the States for periods of time and sent around the 
country to meet with some of our agricultural industries and learn 
some of their problems at first hand. 

I still think that is a good idea, and I think in their normal rotation 
and tours of duty they could be brought back here for short: periods 
of intensive study. 

Senator Hortanp. I talked with Secretary Benson about that very 
point, and he told me they were bringing ae back for instruction 
and study as arely as they could get to it. 

Mr. Hooxs. I am afraid they might stop in Washington, Senator. 

Senator Hottanp. You mean not just to come to a Senator but you 
mean to come down on the production level ? 

Mr. Hooxs. That is right, sir. 
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Senator Hotianp. To our industry and similar industries, that have 

not yet had much attention 
r. Hooxs. That is true. 

Senator Hotianp. From the agencies. 

Mr. Hooxs. They are perhaps Petter informed in things like cotton 
and grains and rubber and things like that, but in the fruit industry 
they are not as well informed. 

Senator Hotzanp. You remember that you took up with me the 
possibility of our participating in some of | the fairs, some of the big 
food fairs and other industry fairs, which were going on throughout 
the world? 

Mr. Hooxs, Yes, sir. 

Senator Hotzianp. And that I took that subject up with the agencies 
in Washington, and that the matter was left in this shape: That they 
would furnish supervision, give us space, and be glad to welcome us 
to certain fairs which were mentioned, providing we could supply the 
basic funds and personnel to bring the supplies there and exhibit them 
or at least install them. 

Mr. Hooks. Yes, sir. 

Senator Hotianp. What progress has been made on that ? 

Mr. Hooxs. Since I talked with you, sir, I have been to the Depart- 
ment of Commerce, Office of International Trade Fairs, and met with 
Mr. Roy Williams on this subject. As it will work out, the inter- 
national trade fairs are already pretty much planned and organized. 
They have exactly, already, determined the things they are going to 
exhibit and how they will be displayed. 

Under the terms of their authority, the President apparently has 
refused to allow the Office of International Trade Fairs to subsidize 
any particular industry, so that our industry, for instance, cannot come 
in under the terms of this act, under the money provided. 

As far as participation in the fairs they planned, I cannot see any 
practical way we can do that. 

Senator Hotzanp. Well, I expressed the hope that the citrus indus- 
try will find a way to participate in those fairs which are in the most 
heavily potential consuming areas and may I say that the $5 million 
appropriated by Congress at the President’s specific request for this 
field is not sufficient to subsidize not only this industry but any other 
industries or manufacturing industries, but simply will supply the 
supervision and purchase the space and things of that kind which 
enables various industries to participate in the fairs, and I think if our 
industries understand that they are getting and are offered the same 
kind of treatment that is being given others, that they will stretch a 
point to try out the putting on of an exhibit at 2 or 3, at least, chosen 
fairs, and let’s see what the results are. 

Mr. Hooxs. Here is what we have been doing, Senator. We have 
appeared before our Florida Citrus Commission and we have an allo- 
cation of $50,000 for this and other urposes in Europe and we are 
going to go on our own and put an exhibit in these European fairs. 

Senator Hottanp. You mean Florida Citrus Canners rative? 

Mr. Hooks. No, sir; the Florida citrus canning industry will do 
that, and I think it will be constructive. We are going to have an 
exhibit, we are going to have a man over there to manage them, and 
we are going to tell the story of Florida canned and concentrated 
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citrus at these fairs; but I am a little doubtful as to the actual assist- 
ance we will get from the Office of International Trade Fairs, Depart- 
ment of Commerce, because their fairs are already built. 

They are How America Lives, a typical American village type 
thing, and there seems to be no place down there for any kind of a 
display or a presentation of the Florida citrus industry as such. 

Senator Hottanv. Now, they assured me there were three fairs yet 
in the planning stage in which we had a chance to show. 

Mr. Hooxs. I had no knowledge of that and I have not; Mr. Wil- 
liams, you will recall, Senator, is a little reluctant to write, and I still 
have not heard from him as to just where we will fit in. I had a 
personal conference with him and at that time it didn’t seem very 
likely that we could do Sys very specific. 

Senator Horzanp. Well, I commend the citrus industry, and I am 
sure the subcommittee as a whole will do so in having done so many 
things on its own account. And this is one additional thing I hope 
they will do in cooperation with the governmental agency which is 
simply organizing and administering, supervising the fairs, but not 
to the extent of subsidizing the appearance of any industry. 

Mr. Hooxs. We are clear on that point now, but we will participate 
on our own in these trade fairs. 

Senator Hottianp. I am glad to hear that. 

Senator Schoeppel, do you have any more questions ? 

Senator ScHorrren. Thank you very much, Mr. Hooks. You made 
a fine contribution. 

(The table of exports to Great Britain of canned sections follows :) 


Cases of sec- Cases of sec- 
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Senator Horzianp. The next witness is Mr. H. N. Baron, export 
manager of the Florida Citrus Exchange. We are happy to have 
you. 


STATEMENT OF H. N. BARON, EXPORT MANAGER, FLORIDA CITRUS 
EXCHANGE, TAMPA, FLA. 


Mr. Baron. Most foreign countries have raised artificial barriers 
to importation of United States fruits. All of the European countries 
were important purchasers of American fruit before World War II, 
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and I recommend that the Secretaries of State, Commerce, and Agri- 
culture act immediately to stop trade discrimination by foreign 
countries against American fruits. 

Since the war these nations have made agreements with the United 
States granting concessions on imports of fruit. Then they, how- 
ever, nullified the concessions by refusing import licenses or foreign 
currency allocations to carry out such purchases. But instead, these 
countries have made bilateral agreements with each other and with 
Italy, Spain, Denmark, and Israel for their fruit requirements. 

Following are the facts of several countries: 


DEN MARK 


The interest in our fruit is very high. Agricultural products have 
been bought by this country under Public Laws 480 and 665 because 
of an urgent need of broad grains for blending. The initial phases 
of this program were wane by an interim agreement. The Danish 
Government expressed a desire primarily for grains, and at this occa- 
sion we could also interest them in an arrangement whereby they 
would purchase other agricultural products. There are some regula- 
tory measures which are presently stacked against the United States 
fruit producers. Lately the currency situation of this country has 
deteriorated, and I believe that they may expect a tightening of the 
policy, and not the contrary. No barter business is permitted with 
the United States. All imports are limited to NATO countries only. 

Senator Hotianp. I notice your statement that no barter business 
is permitted by the Danes with the United States. Do they have 
barter business with other countries ¢ 

Mr. Baron. Yes, sir. 

Senator Hotzanp. What, if you know, is the reason for their un- 
willingness to have such business with the United States? 

Mr. Baron. I have explained that later in my statement, if you will 
permit, sir. ; 

Senator Hotianp. All right; proceed. 


ICELAND 


Mr. Baron. They are very interested in citrus and citrus products, 
but import and currency licenses for those products from the United 
States are absolutely unobtainable. Iceland authorities demand that 
such products be imported only from-countries with which they are 
doing barter business. No barter trade with the United States is 
permitted, as they are obtaining cash dollars for all exports to the 
United States, of which they can dispose freely. , 


NORWAY 


There is a particularly. great. interest in Florida citrus and citrus 
roducts, but Norwegian importers are unable to obtain import 
Seaneah in dollars. ey cannot even receive a license under a Mutual 
Security Act, and barter business with the United States was refused. 
The Norwegian authorities state that licenses cannot be given because 
at present they have trade ments with Spain, Italy, and Israel, 
in which citrus and citrus products are included, and they are receiving 
sufficient quantities without using dollars. 
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FINLAND 


(lark Donmeyer and Elmer A. Reese visited this country in con- 
nection with a deal of 2,000 tons Santa Clara prunes under MSA. 
Everything seemed to go well, but unexpectedly the USDA apparently 
demanded a higher rate of exchange exceeding the normal one by 50 
percent. This was rejected by the Bank of Finland and the deal was 
canceled. My friends informed me that this was the wrong approach. 
They advised us that if Washington needs a premium, the best way is 
to quote a higher export price enabling Finland to pay at the normal 
rate of exchange within the MSA. They presume if such an export 
price still remains competitive enough on the world market, everything 
would go smoothly. For your information the official rate of Finnis 
marks 1s 230 per United States dollar for merchandise imports. There 
is, however, another official rate of 340 marks per dollar for certain 
nonmerchandise transactions, 


GERMANY 


Our products can be imported only against special import permits 
issued on the availability of export surplus dollars, which cost a pre- 
mium of 10 to 15 percent to importers. These dollars for our products 
are mainly based on German exports of ham and beer to the United 
States and therefore are subject. to fluctuation and black market. We 
could easily sell our products there if we would be willing to accept 
payment in sterling pounds or German marks. 

Senator Hotianp. You understand the ruling of last week, which 
declares our grapefruit to be surplus, brings it under the provisions 
of 480, Public Law 480, will probably allow some trading in that. 
regard. 

Mr. Baron. I doubt that very much, sir. 

Senator Hotzanp. Well, the provisions of Public Law 480, which 
are specifically applicable to, this very situation, allow the United 
States to absorb the differences between exchange. 

Mr. Baron. That is right. 

Senator Hotzanp. That is one of the primary purposes in the act 
sponsored by Senator Schoeppel and others. 

Mr. Baron. That is right, but the German Government does not 
have to accept it. You see, they want to make a profit out of it. They 
want to export beer and ham so they gain on exports; those dollars, a 
certain percentage of those dollars, they allocate for citrus products, 
so the Mutual Security Act they would not—according to my opinion 
as far as I can see—they would not accept it. 

Senator Ho~Lanp. This is not the Mutual Security Act, this would 
be Public Law 480. 

Mr. Baron. Yes, Public Law 480; that is the same. 

Senator Hotnanp. All right, proceed. 

Mr. Baron. Generally, all the above countries are receiving United 
States financial assistance directly or indirectly besides the exports to 
the United States, for which cash dollars are paid. All of them are 
presently buying their citrus fruits and products from Spain, Italy, 
and mainly Israel, because they don’t have to pay in dollars and in 
general are doing such imports under barter deals. 

There is no doubt that our fruit is highly liked on their respective 
markets and. could eventually be sold cheaper than the fruit they are 
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selling from the above-named countries. No barter deal with the 
United States would be permitted by their governments and they fee] 
that they could only buy from us under MSA 402 or 550 or under Public 
Law 480 or 665 if suitable arrangements can be made with their gov- 
ernments under normal exchange rates, and my question is: Why was 
Public Law 480 or section 402 of Public Law 665 not pushed with these 
countries ? 

Senator Horzanp. Your question is why don’t the responsible 
agencies that are administering Public Law 480 or the latest sections 
of the Mutual Security Act, section 402, press the operation of those 
laws with these countries you have mentioned ¢ 

Mr. Baron. Yes, sir. 

Senator Hoiitanp. What is your answer to that question ¢ 

Mr. Baron. Well, I have some suggestions later. 

Senator Hoxtianp. I notice your suggestions, but what is your 
answer to the question ? 

Mr. Baron. Why do they doit? I don’t know. 

Senator Hotitanp. What do you think is the reason ? 

Mr. Baron. Well, my opinion is that those countries are not very 
interested to apply those laws; as long as they do export to the United 
States, and they get their cash dollars for their cash exports, they 
don’t want Public Law 480 or 665. 

Senator Hotitanp. You have said already that those countries do 
not wish to trade, apparently, under 480 or 665, but you have suggested 
that the public agencies of the United States ought to press the case 


more ee: and with that I agree, if there was any reasonable way 
Oo 


for them to do so. And I am asking you to suggest how would they 
overcome the resistance of these countries to trade under those two 
acts ? 

Mr. Baron. That is up to diplomatic channels and I would not 


Senator Hottanp. You understand that Public Law 480 does per- 
mit barter. But you cannot barter with anybody unless he wants to 
barter with you? 

Mr. Baron. That isright. 

Senator Hottanp. How do you suggest that we overcome their in- 
disposition to barter ? 

Mr. Baron. I have a suggestion for that. 

Senator Hotianp. All right, you may proceed. 


SUGGESTIONS 


Mr. Baron. (1) I would object to any barter deal with the above 
countries for beer, ham, apples, sardines, or any other product which 
we produce in the United States, as this would cause many other 
economic problems, the first one being unemployment in our own 
industries. 

(2) Tf for any reason our Public Laws cannot be applied, I suggest 
finding a temporary arrangement pending final nottieaentt wherein 
we can accept their, or any other currency they with an under- 
standing from the Export-Import Bank, Washington, D. C., or any 
other competent financial institution guaranteeing us the convertibility 
of such an amount into United States dollars at the official or accepted 
rate of exchange and advancing to the exporters the amount involved. 
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(3) Atlas Constructors, a join venture of large United States con- 
structors like Mabeisun Kredete: Co., Inc., and others, are under con- 
tract DA-30-082-Eng. 7 for the Department of Army, Corps of Engi- 
neers, constructing bases all over Western Europe. They maintain 
purchasing offices in Frankfurt a/M, Germany, and buy all their 
dae orders of material in France, England, Germany, Denmark, 
The Netherlands, Belgium, and Italy. Payment of all such purchases 
is effected in United States dollars. 

Similar bases are built all over friendly nations in Asia, Africa, 
and the Middle East. Cement is bought from Yugoslavia, steel from 
Belgium, timber from Austria, and every country gets its share. All 
of them are paid in cash United States dollars. Although they pre- 
tend that they are doing us a favor by letting us build bases in their 
respective countries, they look at it very favorably and they want them 
eventually more than we want them, because of their security, de- 
crease in unemployment and increase in their production. 

Authorities should contact those contractors, which after all are 
using Government funds, which are taxpayers’ money, and convince 
them that they are doing a wonderful job but that they could do a 
better one if instead of paying cash dollars for their purchases they 
can pay to the respective countries partially or entirely in agricultural 
products. 

Senator Hottanp. Well now, may I make this point: While there 
are a great many dollars paid out for this type of work, it is also true 
that the counterpart funds are used in very large amounts in paying 
for this type of work. It is not just in dollars that we pay for the 
construction of airbases or for the furnishing of food or other sup- 
plies for our Armed Forces overseas. Counterpart dollars are also 
used in a very large way for that. It would be a mistake to have the 
record indicate that they are not used. They are not used, perhaps, 
to the degree that we would like to use them, perhaps, but they are 
used in many cases. 

Mr. Baron. Excuse me, sir, I know Atlas Constructors, all the mate- 
rial for the bases, all of it, they pay in United States dollars. Those 
merchants, they get checks direct from the New York office. I have 
seen many of those checks, many of them. 

Senator Hottanp. All right, sir. You may proceed. 

Mr. Baron. Government influence must be used on those contrac- 
tors, and if they don’t know how to handle such matters, which I pre- 
sume is very possible, enough liaison men could be found to handle 
such deals. 

Our country and Government would profit in many ways if such 
arrangements materialize; (a) the possibility of marketing our agri- 
cultural surpluses, (b) increase of our agricultural production, (c) 
introducing our excellent agricultural products which will give more 

ublicity to our cause. And in wenn we would give the countries 
ess dollars to spend eventually against our own interests. 

Senator Hotzanp. Well, we are glad to have this statement. It 
makes some interesting suggestions, which we will certainly see are 
ee promptly to the agencies that are administering these 


I have been under the impression, however, as I stated a while ago. 
there has been a constant battle going on by the FOA and the ad- 
60149—55—pt. 220 
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ministrators of all of our foreign-aid programs, for the use, wherever 
possible, of counterpart funds, and they have been used in a very great 
many instances. 

Mr. Baron. That is right, sir. Excuse me, sir, but that is if FOA 
gives money. 

Senator Hottanp. What, in effect, you are saying is, you would like 
to see the use of counterpart funds more generally adopted ? 

Mr. Baron. No, sir. 

Senator Hotuanp. Or barter used more frequently ? 

Mr. Baron. Well, in suggestion No. 3 which I give, Atlas Construc- 
tors has nothing to do with the FOA; I know when FOA allocates 
certain funds to the country they have to give counterpart in their 
currency. I know that, but Atlas Constructors has nothing to do with 
that, Senator Holland. 

Senator Hoiuanp, You are talking only, now, in your point three, 
about construction programs handled by American firms? 

Mr. Baron. That is right, sir. 

Senator Ho.ianp. That are under contract with the Government 
to build a certain project? 

Mr. Baron. Yes, sir. 

Senator Hottanp. And you feel they should pay in other value 
than dollars? 

Mr. Baron, Yes, sir. 

Senator Hotianp. Well, that is an interesting suggestion which we 
will certainly see is passed on to our administrative agencies. 

Senator Schoeppel ? 

Senator ScHorrrer, No questions. 

Senator Hotzanp. No further questions. 


Mr. Baron, Thank you, sir. 

Senator Hotzanp, Thank you, sir. 

Mr. Jack Berry, export broker, Jack M. Berry, Inc., Winter Haven, 
Fla. 


STATEMENT OF JACK M. BERRY, EXPORT BROKER, JACK M. 
BERRY, INC., WINTER HAVEN, FLA. 


Mr. Berry. I don’t have a prepared statement, Senator. I think 
that this subject has been covered so thoroughly by Mr. Hearns’ report 
this morning that there isn’t anything, really, fecal add to it. I 
would like to say, however, that, as an exporter, that our records would 
bear out the fact that we are unable to sell any fruit to either ium 
or Holland during the time that the Palestine grapefruit is available, 
and I do concur with the statement in Mr. Hearns’ report, and would 
rather that you might ask me any questions that I could answer 
you on. : 

Senator Hottanp. The first question I would like to ask you is this: 
Do you have personal contacts with receivers, importers of fruits on 
the Continent ? 

Mr. Berry. Yes, sir. : 

Senator Hottanp. Have you learned from any of them directly 
that, under the terms of this arrangement advanced by the Israel 
Citrus Board, that they are advised that Aber may handle Palestine 
oranges on ope provided. they will agree not to handle 
grapefruit from this country or any other source? 
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Mr. Berry. Yes, sir; we have had that information directly from 
them. However, they have requested that we not use their names 
publicly because it would possibly hinder their future business rela- 
tionships with Palestine, but there have been five of them make such a 
statement as that to me. 

Senator Hottanp. Five different importers ? 

Mr. Berry. Yes, sir. 

Senator Hottanp. From what countries? 

Mr. Berry. Three in Belgium and two in Rotterdam, or two in 
Holland, rather. 

Senator Honianpb. And the nature of their statement has been that 
under the terms mentioned or insisted upon by the citrus agency of 
Israel, the Citrus Marketing Board, they may he the citrus fruit 
from Israel on consignment with a fixed, agreed-upon compensa- 
tion, provided that, by so doing, they limit themselves so that they 
may not buy fruit from us? 

Mr. Berry. That is correct; yes, sir. 

Senator Hotianp. And that condition is named even though they 
handle oranges from Palestine and are prohibited from buying grape- 
fruit from us? 

Mr. Berry. Yes, sir; I might clarify. That is only grapefruit they 
refer to. They do not make any such restrictions as that on oranges, 
but only’on grapefruit. 

Senator Hontanp. You mean restrictions against buying else- 
where ¢ 

Mr. Berry. That is correct. 

Senator Hontanp. Does that cover their shipment of both oranges 
and grapefruit ? 

Mr. Berry. Yes, it does from Palestine, but they are permitted un- 
der their agreements to buy oranges from us but not grapefruit, only at 
the time that the Palestine grapefruit is available. 

Senator Hotzanp. In other words, to make it perfectly clear in the 
record, this arrangement which they.make covers their oranges and 
grapefruit? 

Mr. Berry. Yes, sir. 

Senator Hotztanp. And fixes a condition that it is moved on con- 
signment, both oranges and prapefruit ? 

Mr. Berry. That is correct. 

Senator Hotianp. With a fixed, agreed-upon—— 

Mr. Berry. Commission. 

Senator Hottanp. Commission. But with the specific condition 
that they may not buy grapefruit elsewhere ? 

Mr. Berry. That is correct. 

Senator Horzanp. There is no such condition with reference t 
oranges ? 

Mr. Berry. No, sir. 

Senator Horzann. Meaning they leave those importers perfectly 
free to buy oranges from Spain, Italy, North Africa, or even from 
the United States if we were supplying fresh fruit and shipments ? 

Mr. Berry. That is correct. 

Senator Hotzann. The United States is substantially the only other 
shipping point from which they can hope to get substantial supplies 
of grapefruit, is it not? 
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Mr. Berry. Well, of course, I would say yes; that is correct. 

Senator Hotianp. British colonial supplies are in themselves in- 
sufficient to supply the British market ? 

Mr .Berry. That is right. 

Senator Hotzianp. The Israeli Ambassador evidently seems to feel 
that it is a fair practice, and a general practice, to proceed in the way 
that I have just indicated, that is, by shipping fruit on open consign- 
ment under the conditions that I have pane Do you believe that 
that tactic has resulted in removing from us substantial parts of our 
potential market for grapefruit this season ? 

Mr. Berry. I definitely do. I am reasonably sure in my own mind 
that we would export a fairly large quantity of grapefruit should we 
be permitted to go into those two markets alone. 

Senator Hotzanp. These receivers, if they don’t meet those terms, 
find themselves shut off not just from the Israel source of grapefruit 
but also from the Israel source of oranges ? 

Mr. Berry. That is correct. 

Senator Horxanp. That threat of loss of the Israel source of oranges 
is a very compelling threat so far as they are concerned; is it not ? 

Mr. Berry. So is the grapefruit; both of them are. They do quite 
a big volume and it is a source of revenue to the individual receivers 
to such an extent that they don’t want to lose it. 

Senator Horianp. They do not want to me their business 
with Palestine itself in the orange field or in the grapefruit field by 
failing to meet these terms ? 

Mr. Berry. That is correct. 

Senator Hotianp. Have they made = statements to you as to why 
in their judgment this condition of not buying grapefruit elsewhere 
is not extended also to oranges? 

Mr. Berry. No; they have not. 

Senator Hotxanp. Is it a fact, though, that oranges are available in 
many nearby places there? 

Mr. Berry. Yes, sir; it is true. 

Senator Hotiand. And the tactic that you have described would get 
them in trouble with nearby neighbors that are suppliers of citrus 
fruits and other fruits? 

Mr. Berry. I should think so. 

Senator Hotianp. So that this tactic is more or less confined to the 
shutting off of the possible flow of American grapefruit ? 

Mr. Berry. That is correct. 

Senator Hottanp. Senator Schoeppel ? 

Senator Scnorpren. I would like to ask you if you have encountered 
or do you have any experience in your position as an exporter as to 
how they might react if there were a masdeny on the part of Congress, 
and we can do it if we have the will, to not make so many hundreds 
of millions of dollars available for nditures in some of these 
countries unless they ease up on some of these restrictions? Now, that 
is a rather nasty way to approach it, but that is getting down to the 
crux of the thing. 

Mr. Berry. Well, I might sa 
cies have been somewhat ridieu 


uo this point, Senator, that our poli- 
along that line, of biting the hand 
that feeds you, so to s , or if you will take that in reverse, we put 
up the money to put these people in business to a degree, and they, in 
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turn, don’t even treat us as fair competitors, but rather they restrict 
us from coming in as their competitors. 

Senator Hotianp. Who does the ridiculing? 

Mr. Berry. The people that we normally would be selling grape- 
fruit to were they permitted to buy it from us. 

Senator Horzianp. They don’t think we stand up for our own rights; 
is that what you mean ? 

Mr. Berry. That is correct; yes, sir. 

Senator Scuorrren. I am inclined to believe that we put ourselves 
in that position [laughter] but I am down here now, getting enlight- 
enment as to exactly what you men have been confronted with. 
Frankly, I don’t like it. If we are going to vote these hundreds of 
millions of dollars, and I understand there is a request coming from 
a certain department for sizable sums, this old westerner would kind 
of like to know what the reaction would be if the information were 
more than gently eased out, that if they are going to continue to ex- 
clude a good product from our country, why, maybe some folks might 
be interested; it could influence some folks who are outside of the 
citrus industry to cut off the, you know, the flow of dollars over there 
{laughter }. 

Mr. Berry. I think it might. 

Senator ScHorPren. Now, we might have to come to that, but 
that is all still in the bargaining stage. Frankly, my own personal 
opinion and don’t charge this to any of the other committee members 
but I believe that that type of bargaining has got to be brought out 
in front. I am pretty sure those folks over there have been bargain- 
ing enough years, long before we got into the picture in this country, 
to understand what that means. We might then get a little fairer 
shake. I don’t think that the way they are dealing with us now is 
an equitable approach at all. 

But that is not beyond the realm of pormebiity: and some of us 
who rather reluctantly have supported that generous program with 
the taxpayers’ money are getting a little weary of it when we hear 
these facts from folks like you, and from other sections of the country. 
And I honestly feel, it is my own candid personal opinion, that we 
have been much too timid in dealing with some of these folks. I agree 
with Senator Holland that there is a better understanding now, from 
the standpoint of the agricultural economy, as a result of this new 
arrangement of placing more emphasis in the Agriculture Depart- 
ment, away from other departments of the Government, than there 
heretofore has been. I am going to be disappointed if we don’t see 
a more vigorous oer and a more vigorous trade or barter 
program. Then, last but not least, a more vigorous awareness that, 
if they had to report this condition back to the American Congress, 
there might be some awfully peculiar action taken on the dollars 
and cents side of the thing. Now, it may have to come to that; I 
hope not. But it does look like that is the practical situation we 
are e going to be confronted with here. 

ou do a lot of foreign trading; you represent folks that do. I 
can understand it would be e:abarrassing to be shut out of a market. 
Yet you folks paying taxes give excessive grants, very generous grants, 
and then are put in a position to hear some of these fellows saying,. 
“Well, why do you Americans do that?” 

Mr. Berry. That is a question that is frequently asked. 
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Senator Hottanp. Well, Mr. Berry, I get the impression that my 
distinguished friend and colleague does not like this suggestion any 
more than any of the rest of us do, that we have been somewhat 
ridiculed by people who think we have been overly generous and 
lax in standing up for our own method, and I am glad you brought 
the matter out to us clearly. 

One more question. Do you deal in the export of fruits other 
than citrus ? 

Mr. Berry. No, sir. 

Senator Hotzanp. Are you familiar, or do you know any witness 
here who is familiar with the trading in deciduous fruits, raisins, 
prunes, and the like, as to whether they run up against this same 
consignment practice or practice similar to that which has been 
invoked by the Israeli Citrus Marketing Board? 

Mr. Berry. I believe Mr. Welsh with the American National Foods 
would qualify as a witness on that. I think, however, he is on the 
agenda. 

Senator Hotianp. He is the next witness. Thank you very much. 
Thank you, sir. 

Mr. Berry. Thank you. 

Senator Hottanp. Mr. Welsh, in order to keep from building up 
the record unduly, will you be able, when you get to the appropriate 
stage of your testimony, will you be able to give us the facts with 
reference to the practices in the fruit trades other than citrus? 

Mr. Wetsu. I think so, Senator; I think I can. 

Senator Hotxanp. All right, sir, we will feel free to ask questions. 

This is Mr. John G. We hy export manager, American National 
Foods, Inc., Maitland, Fla. You may p ‘ 


STATEMENT OF JOHN G. WELSH, EXPORT MANAGER, AMERICAN 
NATIONAL FOODS, INC., MAITLAND, FLA. 


Mr. Wetsu. Thank you, sir. If you don’t mind, I will read this 
statement which I have just given to you and then answer any ques- 
tions you may have. 

Permit me to identify my company and myself with fresh fruit 
exports by stating that our export department, then located in New 
York, made direct sales during the period 1929-39 inclusive, of the 
following approximate quantities of United States fresh fruits: 2.5 
million boxes of Northwest apples, 0.5 million Eastern barrelled 
apples, 0.25 million Eastern basket apples, 335,000 boxes of fresh 
oranges, 616,000 boxes of fresh Ce eer 3,000 boxes of tangerines, 
5,000 boxes of lemons, 7,500 packages of fresh grapes, 5,000 boxes of 
fresh plums. 

In addition we sold quantities of fruit to other United States ex- 
porters who exported for their own account, and likewise sold canned 
grapefruit products to Great Britain and France. The fresh fruits 
mentioned above were exported to the eee England, 
Scotland, Ireland, and Wales; France, Belgian, Holland, Switzerland, 


and Germany; Sweden, Norway, Denmark, and Finland; Egypt, 
Palestine, Syria, and Lebanon; Greece; Brazil, Chile, and Argentina ; 
and Venezuela. . 
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I mention the foregoing details to indicate the extent to which busi- 
ness was done and which business has very seriously declined during 
the past few years. This decline, we appreciate, was due to many 
economic factors, over which neither our Government nor we our- 
selves have control, but there were other factors which we believe could 
have been handled differently to retain to us a greater portion of this 
business today. 

Senator Hotsanp. If you will permit, a question right there. 

Mr. Wetsu. Yes, sir. 

Senator Hotianp. Your organization was formerly known as the 
American Fruit Growers? 

Mr. Wetsu. That is correct. 

Senator Hotzanp. That is the Blue Goose ? 

Mr. Wetsu. That is correct. 

Senator Hotianp. You both produced and handled the fruit, not 
only from the State of Florida but from many other parts of the 
United States ? 

Mr. WetsnH. From all over the country ; yes, sir. 

Senator HotianD. As for citrus, you handled citrus from California 
as well as from Florida? 

Mr. Wetsu. Yes, and from Texas. 

Senator Hottanp, And from Texas. And in connection with the 
other fruits already mentioned in your statement, you handled them 
from various States throughout the Nation ? 

Mr. Wetsu. Yes, from the Pacific Northwest and from Virginia and 
West Virginia. 

Senator Hotianp. Thank you. You may proceed. 

Mr. Wexrsu. The writer was a member of the Horticultural Industry 
Advisory Committee on Foreign Trade appointed under the auspices 
of the United States Department of Agriculture and which held meet- 
ings in Washington January 28 to 31, 1946. During the course of 
those meetings a group of citrus fruit representatives met on Janu- 
ary 29, 1946, This group was chairmanned by Floyd Hedlund of the 
Department of Agriculture, and attending were representatives from 
Florida, California, and Texas. From Florida were Marvin Walker, 
a witness here today, I understand; Wayne Reitz, provost of agricul- 
ture at the University of Florida; Mr. Rathbun, executive secretary 
of the Florida Canners Association; and myself. After this meeting 
the following was released : 


After a thorough discussion of matters relating to the foreign trade of citrus 
fruits, the following recommendations are submitted with respect to the im- 
provement of international trade in citrus fruits and its products: 

1. That all transactions in international trade and foreign commerce in agri- 
cultural products be returned to a private commercial basis ; 

2. That the Office of Foreign Agricultural Relations, United States Depart- 
ment of Agriculture, be the agency to handle all information, market reports, 
and related matters involving international trade in agricultural products; 

38. That Mr. Fred A. Motz be permanently stationed in London, England, as 
a specialist in horticultural products, and that a definite statement be obtained 
with respect to the foreign policy of the United Kingdom and the British Empire 
regarding international trade in horticultural products ; 

4. That a specialist, or specialists, be permanently stationed in Europe and 
assigned exclusively to obtaining and disseminating information regarding pro- 
duction, marketing, and trade of citrus fruits and its products ; ; 

5. That the United States Department of Agriculture make available current 
and cemplete reports on citrus production, marketing, and trade in foreign 
countries ; 
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6. That an adequate inspection service for canned citrus products be provided 
in foreign countries in order to prevent unwarranted rejection of merchandise ; 

7. That the British Government accept and allow token shipments of fresh 
and processed citrus fruits immediately in order to maintain the identity of 
such products in foreign markets. 

Senator Hottanp. May I interject this question? This action was 
taken in 1946? 

Mr. Wetsu. Yes, sir. 

Senator Hotianp. Shortly after the end of World War IT? 

Mr. Wetsu. Yes, sir. 

Senator Hottanp. And the suggestions incorporated in this group 
of suggestions, 1 to 7, comprise the program which you ee. 
enced trade handlers—felt would restore to the American fruit busi- 
ness its fair share of business in Europe and in the United Kingdom ? 

Mr. Wetsu. Exactly; yes, sir. 

Senator Honianp. Ail right, go ahead. 

Mr. Wetsu. The foregoing is quoted to show that even in 1946 we 
were aware of certain things that needed to be done. During the 
period up to and orn most of 1939, the exporters of fruits in this 
country had available to them voluminous and highly valuable reports 
from Mr. Motz covering the quantities of American and other fruits 
in European markets; the prices for same, and special reports that 
helped us to conduct our business. Nothing of that kind has been nor 
is available at the present time from Mr. Motz on a regular basis, al- 
though we do recognize and mention our deep appreciation for the 
valuable research and information given to us by Mr. J. Henry Burke, 
Marketing Specialist of the Foreign Agricultural Service of the 
United States Department of Agriculture. 

Senator Hontianp. This is the same Mr. Burke who recently made 
quite a survey of the situation on the ground in Europe? 

Mr. WetsH. Yes, sir. 

Senator Hottanp. Thank you. at 

Mr. Wetsn. The situation that confronts us today is very similar 
to that which was before us in 1946. At the advisory committee meet- 
ing held at that time, a certain report reads in part as follows: 

To attain at least a partial solution of the problem of reinstating export busi- 
ness the paper contained the following recommendations : 

The acceleration of information into industry’s hands concerning (a) foreign 
market prospects for United States horticultural commodities; (b) foreign crop 
prospects; (¢c) data on prospective and actual movements of competing crops 
from other countries into normal United States export markets and (d) other 
background material of a nature which influences the conduct of business. 

The only information along these lines which has been furnished to the 
industry during recent years was contained in miscellaneous Government publi- 
cations, apparently shorn of most of the contents of the original reports. Since 
such information is largely the basis on which intelligent appraisals of export 
marketing prospects are made, it should be complete and quickly handled. The 
responsibility for the distribution of information should be concentrated in the 
Department of Agriculture. 

Prior to the war, the Office of Foreign Agricultural Service reports on all kinds 
of horticultural products. A reorganization in 1939 transferred that part of the 
Office of Foreign Agricultural Service which was located in foreign countries 
to the State Department——— 

Senator Horianv, If I may interject, am I correct in my under- 
standing that the action taken last year, in the passage of the law which 
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returned the agricultural attachés to the United States Department of 
Agriculture, corrected all or part of the trouble that you mentioned 
here ¢ 

Mr. Wetsu. It corrected a part of it and we hope it will do more, 
Senator, in correcting the lack of information which we have been up 
against until this new law was passed. 

Senator Hotianp. In other words, up until the new law was passed 
and since the war, you have not had available, dependable, prompt 
regular reports as to crop conditions elsewhere, and market condi- 
tions everywhere in the areas you want to help supply, to enable you 
to intelligently plan your program here? 

Mr. Wetsu. That is correct, with the exception of those from Mr. 
Burke, which are more of a recent development of the last year and a 
half. 

There is a definite market abroad for our citrus products. The 
citizens of some of those countries have been endeavoring, with us, 
to get the approval of their governments to import our fruits. Before 
the war our Government maintained in the capitals of Europe certain 
commercial attachés, under the jurisdiction of the Department of 
Commerce, and I think many other exporters found them, as I did, 
very helpful in conducting our business. I refer particularly to Dan 
Reagan, the attaché with the Embassy in Paris, and Mr. Berkalew 
with our London Embassy in the early 1930's. 

Senator Hotzanp. Would you state for the record what kind of 
information they supplied as distinguished from that which was sup- 
plied by the representatives of the Department of Agriculture? 

Mr. Wases. Yes. The Department of Agriculture supplied us 
with information as to crop prospects, places, not only on competing 
fruits but our own, whereas the Department of Commerce put us in 
touch with prospective customers, and the functions were rather dif- 
ferent. But to an exporter on the ground over there, you got a com- 
plete source of information. 

Senator Hotnanp. In other words, the two sources together sup- 
plied you with all of the public information which you required ? 

Mr. Wetsu. And a very valuable access to a lot of people that we 
might not otherwise have found. 

have taken from our files and quote below certain excerpts from 
letters from abroad relating to our mutual difficulties, as for instance: 

From London, November 5, 1953 : 

We have been aware for some time of the FOA plan for the sale of farm 
surplus, the text of which we presented to our board of trade some 4 weeks 
back. They promised to study it but it was pigeonholed. It is a bitter disap 
pointment that we are not permitted to handle Florida citrus. A lot of work 
and argument is always being put up by leading members of the fruit import 
business in Great Britain in an effort to persuade our Government to grant us 
some sort of freedom in America. 

Senator Hotxanp. Is that letter from an importer? 

Mr. Wetsu. Yes, sir. 

Senator Hotianp. A reputable importer? 

Mr. Wetsu. Yes, sir, one with whom—— 

Senator Horzanp. A large importer? 

Mr. Wexsu. Yes, sir. 





594 DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 


Senator Hottanp. And he heretofore handled sizable quantities of 
Florida fruit? ‘ 

Mr. Wetsu. Very much so; yes, sir. 

Senator Hottanp. Thank you, sir. Proceed. 

Mr. Wexsu. These letters, I may explain, are from different. people 
and I brought the dates up to date. From London, January 4, 1954: 

It will be interesting if at this juncture the American Government could bring 
official pressure to bear on British authorities to grant quotas for the import of 
United States citrus or even to issue specific licenses. The import of your 
citrus during the spring and summer months would be a benefit to the British 
consumer. In spite of our determined efforts to secure a quota for apples and 
pears, the opposition from the politically powerful National Farmers Union 
seems to have neutralized our drive, but we feel that had strong pressure been 
exerted by American authorities the position would have been different. 

_ Senator Hotianp, Are we to understand from that that the Na- 
tional Farmers Union is a British organization ? 

Mr. Wetsn. That is a British organization of farmers. 

Senator Houtanp, And they do produce some apples and pears? 

Mr. Wexsu. Yes, deciduous fruits, and that is in reference to that. 

Senator Hottanp. But not nearly sufficiently to meet their market 
demand ? ; 

Mr. Wetsu. Not nearly so. 

From London, February 8, 1954: 

As a result of increasing pressure on British authorities, the writer, who is a 
member of the committee dealing with North American imports, has been sum- 
moned to meeting with the Ministry of Food next week. The heavy frost in 
Spain has been of assistance to our committee in presenting our terms for the 
importation of your citrus and we suggest you bring all possible pressure to 
bear on your authorities to assist in securing a quota. 

Senator Hotxianp. If you will permit a question right there? 

Mr. We su. Yes, sir. 

Senator Ho.uanp. Isn’t it true the almost complete failure to take 
advantage of the very great opportunities which we were afforded 
when the heavy freeze cut off largely the Spanish supplies—— 

Mr. Wetsu. Yes. - : 

Senator Hotianp. That failure called first attention and in a very 
realistic way to the fact that we were not living up to our own 
opportunities ? : : 

Mr. Wetsu. That is correct, sir. : 

Senator Hortanp. We could not get any action until after we did 
not have any fruit? 

Mr. Wexsn. That is right. 

Senator Hottanp. You may proceed. 

Mr. Wetsu. From London, April 6, 1954: 

We appear to have reached a deadlock on American citrus. So far as the 
West Indies is concerned, their objection is quite fatuous and a red herring, 
because, firstly, they have not exported any oranges to the United Kingdom dur- 
ing the past 3 years; and, secondly, their grapefruit shipments to the United 
Kingdom will have been completed by the end of this month. In fact, this par- 
ticular year, Jamaica did not export any fresh grapefruit to the United King- 
dom as whole crop was processed into cans. 


From London, May 20, 1954: 


The disappointment is mutual that we are unable to come to any business on 
Florida fruit this season. We imagine you needed the grapefruit business and 
it was unfortunate licenses were issued too late for us to take advantage of your 
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offers. Personally we do not feel much sympathy can be given to the colonial 
possessions’ protests over the application of MSA funds for citrus fruit. In 
the first place, the only country we would be competing against would be Israel. 

Senator Hotianp. We did need that outlet very badly because we 
had a surplus of grapefruit during that year. 

Mr. Wetsu. Very badly. If I may say so, the remaining five or six 
paragraphs go along in very much the same vein. One is from Scot- 
land, one Copenhagen, one particularly from the Midlands of Eng- 
land, December 3, 1954: 

Our main sources of supply are Israel and South Africa. 

Senator Hotnanp, The other paragraphs will be included in the 
record. 

Mr. Wetsu. Yes, sir. 

From Copenhagen, Denmark, May 20, 1954: 

We have sot been allowed to import fruit from America on account of our 
lack of dollars. We must make trade agreements with different countries, for 


instance, Spain, Italy, France, Israel, Egypt, and so on, and the trade agree- 
ments are Made in a way we can nearly call them a kind of barter business. 


From Liverpool, August 24, 1954: 


Too bad we couldn't do anything on United States citrus, but we hope the 
clumsy way in which the authorities here handled the matter will teach them 
a lesson. Because South Africa was afraid your export subsidy would hurt 
their trade, we had to do without the subsidy, and because the commissioner 
for South Africa was away, there was a delay in issuing licenses until the 
matter could be discussed with him. In the end, everything was too late 
to do anything. 


From Lendon, October 19, 1954: 


We are still without any official information from our Board of Trade about 
the next allocation of MSA funds for citrus. We are quite convinced there will 
be a definite outlet for Florida citrus this winter in the United Kingdom. 


From Glasgow, October 26, 1954: 


Early October there was an announcement that your authorities agreed to 
further shipments of citrus to United Kingdom under MSA conditions. Since then 
we have been pressing our Ministry of Food and the Board of Trade for 
information on the matter but they are as close as oysters. 


From the Midlands, England, December 2, 1954: 


Our main sources of supply are Israel and South Africa. From Israel con- 
trol is by the Israel Citrus Board and sold through a panel of salesmen which 
does not include us as prewar our efforts were devoted to the sale of oranges 
from your country. So, African citrus is controlled by the South African 
Citrus Exchange, and sold through a panel of salesmen, which again does not 
include us as we were handling American citrus. 

Senator Hottanp. In other words, firms handling American citrus 
in prewar years found themselves suddenly without any sort of supply 
because they were not on the list of either Israel or South Africa? 

Mr. Wensu. That is correct because they had been handling com- 
peting fruits, that is, ours, at a time when they were both available. 

Senator Hotianp. They were being penalized? 

Mr. WetsH. They were being penalized by having been representa- 
tives of exporters in this country. 

Senator Hottanp. You may proceed. 

Mr. Wetsu. In other words, that is retaliation. 

From London, March 7, 1955: 
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Owing to intergovernment bungling it was very late before we received our 
licenses for North American apples for the second half of the season. Result 
has been bulk of the fruit is arriving this month instead of being spread and we 
will be lucky if we can get out with a small margin of profit. 

Senator Hotxanp. In other words, the licenses were held up until 
practically the season was over ¢ 

Mr. Wetsu. They all arrived at a bunch in supplies and naturally 
they were too many at a time. i 

From a bulletin I issued to our shippers from New York, June 2, 
1949, I dug up the following: 

Chile sells large quantities of apples to Sweden where we can’t get them to 
take a box from us. Looks like we need more pressure from our Government 
on the Swedish ministry. Here is a letter from Chile received this morning: 
Please find enclosed copy of list of shipments of 55,000 boxes per African 
Reefer. 

Senator Horzanp. Is that a ship? 

Mr. Wetsu. Yes, sir. [Continuing:] 
to Gothenberg and Stockholm. The steamships Suecia and Olav Bakke are 
carrying another 100,000 boxes of apples for Sweden and at the beginning of 
June the steamer Oregon Express will take another 100,000 boxes from Valpa- 
raiso for Germany. 

Senator Hotianp. Now, Mr. Welsh, because of your general experi- 
ence in the export of various kinds of fruit, I want to ask you to give 
the committee the benefit of your observations through the years as 
to whether or not consignment of fresh fruits or fruit products is 
normal, and whether or not it is normally coupled with a condition 
requiring exclusive trading with a supplier? 

Mr. Wetsu. Back 15 or 20 years ago, it was the custom of many 
apple and pear shippers in this country and some California citrus 
shippers to forward fruit on consignment to be disposed of in the 
various markets of Europe, and the supplies were parceled out in that 
manner. It was customary, also, for other competing sections to do 
the same thing. But as we got into the period between the two wars, 
it became more and more the habit of American exporters to put their 
fruit on a distinctly private sale, definite price basis, and most of the 
fruit was paid for by letters of credit in dollars. 

As the world supplies increased, both of citrus and deciduous fruit, 
it became the habit of those other countries who were nearby and who 
had lesser transportation and handling charges to put more and more 
fruit on consignment and to do so with the understanding that if their 
fruit were handled, the people receiving that fruit would handle less 
from us either on consignment or purchase, but we had converted this 
pretty well into a purchase basis. 

Senator Houtanp. Is it normal practice or is it approved practice 
to lay down a condition under which the supplier of fruit on consign- 
ment is protected against the purchase of the same or competing fruit 
by that importer from other sources ? 

Mr. Wetsn. It is not a practice with us, I may say, but it has become 
a practice, particularlyy of Palestine, as we have brought out here 
today, to some extent Cyprus, South Africa, to put their fruit on 
consignment with the very definite understanding that competing 
supplies will not be handled and thus the market is reduced. Does 
that answer your question, Senator? 
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Senator HonuaNp. In part. To make it more specific, is there a 
practice that the furnisher of different products, as for instance 
oranges and grapefruit from Palestine, will impose a condition in 
shipping those fruits on consignment that the consignee must obligate 
himself not to purchase, say, one of those fruits, in this case grape- 
fruit, from any other source? 

Mr. WetsH. Very definitely, it is a practice; yes. 

Senator Honuanp. Is it a practice on the part of anybody except 
the Israel Marketing Board ? 

Mr. Wexsu. I have no personal knowledge, except as indicated in 
one of my paragraphs there, that the South African people do so by 
means of boycotting a certain importer who has not previously agreed 
solely to handle their fruit. ’ 

Senator Hottanp. With the exception of Israel and South Africa, 
you know of no trading suppliers who are making that condition? 

Mr. WetsH. No; I have no personal knowledge. We know Jamaica, 
Honduras, and Trinidad come in, but we have no knowledge of their 
imposing such terms, no. 

Senator Hotianp. As a matter of fact, they supply so much less of 
the normal requirement of the United oe that the preference 
they are shown leaves the market only partially supplied ¢ 

Mr. Wetsn. That is correct. 

I may say this, that last October we had the opportunity to ship 
some 8,000 boxes of grapefruit to England. They were quite sur- 
prised themselves to receive licenses. They got the dollars under MSA 
and the shipments were made via New York and were very successful. 

But that has been the only business that we know of that has been 
transacted in Great Britain for Florida citrus this year. We have 
made some shipments to Ireland, but Ireland is under a different cate- 
gory and receives a subsidy which Great Britain, that is England and 
Scotland and Wales, have not been able to do because they have not 
been favored with a subsidy. 

The reason I mentioned so many of these rather repetitious para- 
graphs was to indicate the extent to which the British trade want 
this fruit, and they want help in bringing pressure to bear on their 
authorities to let them bring it in; but we, of course, brought out today, 
the conditions under which that has been prevented. 

Senator Hotianp. As a matter of fact, for a firm which has built 
up a sizable business in the distribution of citrus fruit to have to 
confine itself to only supplying a fraction of that business, namely that 
part of the colonal product. which it can get, it is really destructive 
of a substantial business which has been built up by that importer? 

Mr. Wetsn. That is, of course, the case, as they say here, and the 
supply of fruit which they could get from us if they were permitted to 
bring it in under the subsidy would be a distinct benefit to the British 
consumer who has been confronted by high prices for a small supply 
of fruit not as good as ours. 

You asked me, Senator, when I came, whether or not the shippers of 
apples and pears, other sections of the country, have been conlffombed 
with similar conditions, and by a rather fortunate coincidence, the 
Produce News, published in New York last Thursday or Friday, the 
18th, Friday, contains this article, which with your permission, I will-’ 
partially read. 
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Senator Hotianp. This is an authoritative trade journal, is it not? 

Mr. Wetsn. Yes, sir; this is a regularly published journal and this 
dispatch is from Washington, dated March 17, the headline being, 
“International Apple Association Seeks End of Barriers to Foreign 
Trade. International Apple Association has joined forces with the 
Northwest Horticultural Couneil in urging con ional action to end 
foreign-trade barriers to United States fruit. In a letter this week to 
Senator Magnuson, chairman of the Senate Interstate and Foreign 
Commerce Committee, the apple association requested the committee 
to institute an eee concerning the discriminatory and arbi- 
eae imposed by overseas countries and to determine what 
can be done to remedy the situation.” 

Senator Hottanp. Then the Florida citrus industry or the citrus in- 
dustry as a whole is by no means by itself in this field ¢ 

Mr. Wetsu. Not by any means by itself, but these confirm the con- 
clitions that we are confronted with, which prevent our doing a busi- 
ness that is desired by the people who have always imported that fruit, 
and by the consumers who welcome it. 

Senator Hotianp. One more question: Does Israel produce for ex- 
port to Europe any other fruit in substantal quantities besides citrus’ 

Mr. Wetsu. None that I know of, Senator, no. 

Senator Hotianp. Then the competition that we have or the handi- 
caps to the reestablishment of our trade in deciduous fruits comes from 


other — 
Mr. WetsH. Comes from other quarters, paticularly Australia, New 


Zealand, South Africa. 
Senator Hotianp. Are deciduous fruits more easily handled where 


— transportation is necessary than are citrus fruits? 
r. WetsH. No; I would not say that, Senator. I think under the 


same conditions of refrigerated trans tion, that oranges and 
grapefruit will carry just as well as deciduous fruits and in some 


respect better. 
might bring out that om ; I mentioned the 8,000 boxes of grape- 


fruit we exported to England in October. Those shipments were all 
made via New York over a period of several weeks. 

The first shipment encountered the dock strike in New York and had 
to be stored for 2 or 3 days before they could get on the boat. The 
first shipment got over there in very good shape, and the subsequent 
shipments encountered the British dock strike. Some of that fruit 
was held in the ports of Liverpool and elsewhere for over 2 weeks 
after arrival and still the fruit was in very good condition. I mention 
that to indicate, in answer to a question you put this morning, we have 
no difficulty other than quite early in the season of delivering Florida 
citrus fruit, oranges, and grapefruit, to any reasonable market in the 
world in good condition. ; 

Senator Hot.anp. The testimony of Mr. Winston this summing 
related to a shipment made in early mber, which, of course, woul 
apply to early ee 

r. Wetsu. No; I refer more to September and early October. . 

Mr. Winston mentioned grapefruit and that has been quite a prob- 
lem because it should be carried at a different temperature. The 
amount of — pe over has been not sufficient to use a whole 
compartment by itself, so that has been the difficulty and he is quite 
right in hi recommendations and conclusions. 
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Senator Hotianp. One more question: Does your exporting busi- 
ness also handle raisins and prunes and dried fruits in general ? 

Mr. Wetsu. Not dried fruits, Senator. Ours is purely a fresh-fruit 
business, plus some canned fruits such as—I mean, such processed 
citrus fruits as sections and juice. But we are essentially a fresh-fruit 
operation. 

Senator Hotuanp. Are you able to state an opinion as to whether 
or not the classification last week by Secreta nson of raisins and 
dried prunes as surplus for the purpose of including them under Pub- 
lic Law 480 will enable the stepping up in any large measure of the 
export of those two products? 

Mr. Wetsu. It should do so. It should do so. The demand exists 
over there for those products just as it does for fresh citrus. 

Senator Hotzianp. It has not been adequately filled ? 

Mr. Wetsu. ‘No, sir. 

Senator Scnorrrret. Could you give us the benefit of your advice as 
to what could or should be done to remedy this situation you have been 
talking about? 

Mr. WetsH. Well, yes. I think that the first place would be a 
stronger policy on the part of our Government trading with these other 
countries, to secure for our citizens a better acceptance of the fact that 
they are entitled to trade. 

I think we have not taken advantage of the demand that exists, par- 
ticularly in Great Britain, the cooperation and the support from the 
trade. I think we have dragged our feet-on those questions by not 
being firm enough in our demand that we should be permitted more 
licenses. 

Now, just this week I have received a cable that France has issued 
a license for the importation of some 4,000 boxes of grapefruit. We 
are breaking down hen barriers a little bit by the law that you passed. 
But we need more, as these other men have said, we need more agri- 
cultural attachés, we need more of the information and we need this 
continual se on these governments to get our rightful share 
of the trade. 

Senator Hotxanp. Are you su gesting that we have been extending 
aid rather generously and I think justifiably for so long that we have 
forgotten some of the prerequisites of sound trading? 

r. WetsH. I think that is correct and I think we would be most 
eminently justified in withdrawing some of that aid unless we got 
more of a chance for our traditional markets. 

Senator Hotianp. Senator Schoeppel has already given his reac- 
tions and I think it is typically that of the Senate Committee on Agri- 
culture in general, on that same subject earlier in the hearing. 

Mr. Wetsu. Very gratifying, too. 

Senator Horianp. Well, Mr. Welsh, you have made a real contri- 
a and we greatly appreciate your appearance. Thank you very 
much. 

Mr. Wetsx. Thank you, sir. 

Senator Hotianp. That is the last of the witnesses on the list that 
was furnished me. Has the list grown any at all since we started. 
Mr. Rutledge? 

Mr. Rutieper. No, sir; that concludes the witnesses that we had - 
lined up to appear here today, Senator Holland. 
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Senator Hoxxanp. I realize there are many people here who could 
testify and could add to what has already been said, but I imagine it 
would be generally a piling up of the same sort of statements. I want 
to say for the committee that we do appreciate your having chosen 
representative witnesses to give the story that could have been told 
in a great deal heavier volume but that probably would not have added 
a great deal by way of new detail. 

In closing the hearing, and we are not going to close it precipi- 
tatedly without asking anybody who has an important message if he 
wants to be heard, but in preparing to close the hearing, I want to 
thank not only Citrus Mutual, which speaks I think probably for the 
whole industry, but also the Lakeland Chamber of Commerce for its 
dinner Sunday night and all of the others who have participated in 
making this occasion, I think, a very profitable one and certainly a 
most interesting and enjoyable one for the members of our committee. 

The Citrus Mutual has furnished the luncheon, has furnished the 
auditorium—lI understand it furnished the donkeys—and for them 
we are very appreciative and I speak for the younger members of the 
Holland tribe in making that statement, which I am sure they would 
want me to, as well as for myself, and for Senator Smathers. The 
preparation of the setup for the hearing and the lining up of the wit- 
nesses, of course, the planning, I have already told you how grateful 
I am, and Senator Smathers, for himself, has made the same state- 
ment to you. 

We thank the Florida Fresh-water Fish and Game Commission 
for taking young Eastland out to try to catch a fish this morning and 
I greatly hope that that effort was successful, because the boy, 12 years 
old or 10 years old, I believe, went fishing yesterday over Tampa Bay 
and didn’t catch any fish. 

(Off the record.) 

Senator Horzianp. You have all been most kind and, of course, 
Senator Smathers and I and Congressman Haley are peculiarly grate- 
ful for the fact you have shown the courtesies you have to our guests, 
Senator Schoeppel and Senator Eastland. 

I believe that about concludes my remarks. If there are other wit- 
nesses, of course we would be glad to hear them. I know my brother, 
who is quite an expert in many fields of citrus, has come in, and I 
* would just like him to get up and take a bow because he is the only 
brother I have and I am very proud of him. [Applause.] 

Senator Schoeppel, do you have any comment to make before we 
adjourn ? 

Senator Scuorrren. Mr. Chairman, my friend Spessard, I want to 
express personally to you and to many others who have extended so 
many fine courtesies to all of us, that I shall always remember this 
with grateful appreciation. It has given to me pecmnneny an oppor- 
tunity to see firsthand details of your production, and of other seg- 
ments of your industry, and to listen here, firsthand, to some of your 
problems. We are all interdependent, one upon the other, to the 
extent that when we realize our community of interest in all problems 
we do a better job for this Nation of ours. ‘ 

I am especially grateful to you, Senator, for the courtesies that your 
brother extended to Kendail and myself. I was glad to see the 
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phosphate industry, and for the fine opportunity to get around and 
see certain other sections of Ridge country. For all of these things 
we are appreciative. I am especially appreciative of the frankness 
manifested in these hearings and for some of the things that were 
brought out. I think it is challenging, and from the legislative angle, 
it will become the basis from which we can make valuable suggestions. 
I am not trying to usurp the prerogatives of the chairman, but I think 
this and other hearings of this committee will assist us very materially 
in trying to help work out these troublesome matters. We also have 
our problems in wheat and, I understand, tobacco and cotton and rice, 
and some other things. 

So, all in all, I am grateful for the opportunity to come down and 
be on a committee with your distinguished United States Senator 
whom, as I have said on a number of occasions, I am proud to have 
known since we were Governors together in our respective States. I 
make this very frankly, that I think Florida is pretty well taken 
care of with these two gentlemen you have in Washington looking out 
for you. [Applause.] 

Senator Hottanp. Thank you very much, Senator Schoeppel; that 
is more than kind. If we ever get back to Washington and the ques- 
tion arises as to when the two donkeys were named Mamie and Ike, let 
me say that they were named before we ever got them. 

(Whereupon, at 3:40 p. m., the subcommittee adjourned.) 

(See p. 675 for further testimony on fruits.) 
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FRIDAY, MARCH 25, 1955 


Unrirep States Senate, 
SUBCOMMITTEE ON DisposaAL or AGRICULTURAL SURPLUSES, 
AGRICULTURE AND Forestry CoMMITTER, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in room 324, 
Senate Office Building, Washington, D. C., Senator W. Kerr Scott 
presiding. 

Present: Senator W. Kerr Scott. 

Senator Scorr. Let us come to order. We will start with you, Mr. 
Lanier. Give your name for the record. 


STATEMENTS OF J. C. LANIER, GENERAL COUNSEL, TOBACCO ASSO- 
CIATION OF THE UNITED STATES AND LEAF TOBACCO EXPORT- 
ERS ASSOCIATION, GREENVILLE, N. C.; J. B. HUTSON, PRESIDENT, 
TOBACCO ASSOCIATES, INC., AND C. A. CARR, DIBRELL BROS., INC., 


DANVILLE, VA. 


Mr. Lanter. Mr. Chairman, in order to conserve the time of your 
committee and at the same time present to you in a clear and concise 
manner a Sonn? picture of the problems with which we are faced 
in exporting all types of tobacco, we will, with your permission, appear 
as a panel representing the entire segment of the tobaceo industry 
engaged in the production and exportation of leaf tobacco. We have 
prepared a joint statement which I shall read and then we will be 
at your dis 1, 

Iam J. é: Lanier, general counsel for the Tobacco Association of 
the United States, and the Leaf Tobacco Exporters Association, of 
Greenville, N. C. Also with me are J. B. Hutson, president, Tobacco 
Associates, Inc.; Randolph S. Taylor, executive secretary, Burle 
and Dark Leaf Tobacco- Exporters Association, Inc.; and Frederic B. 
Northrup, executive director, National Cigar Leaf Tobacco Associa- 
tion, all of Washington, D 

We also have with us executives from important companies engaged 
in selling United States-grown tobacco in markets all over the world. 
They are Mr. Curtis M. Dozier, Jr., of Universal Leaf Tobacco Co., 
Richmond, Va., Mr. C. A. Carr, of Dibrell Bros., Inc., Danville, Va., 
and Mr. John D, Palmer, of James I. Miller Tobacco Co., Wilson, 

The export market has been important to United States tobacco 
producers ever since the country was first settled. In the early da 
tobacco was the most important agricultural commodity exported 
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this country. Even now it is the third most important agricultural 
commodity exported being surpassed only by cotton and wheat. 

In 1954, about 850,000 United States farm families, who depend on 
the production of tobacco for the major part of their income, produced 
about 2.2 billion pounds of tobacco for which they received about 
$1.2 billion. The value of leaf tobacco exported in 1954 exceeded 
$300 million and represented about one-fourth of the receipts for the 
total tobacco produced. 

It is perfectly obvious, therefore, that any developments within the 
United States or in foreign countries which affect adversely the sale 
of our tobaéco on foreign markets will affect adversely the cash in- 
come of the United States tobacco growers. This, in turn, will also 
affect adversely the entire economy of the large areas where tobacco is 
grown. It would mean decreased purchasing power throughout the 
tobacco-producing areas. There would be fewer automobiles, refrig- 
erators, tractors, watches, as well as countless other commodities pur- 
chased in these areas. This, naturally, would affect the economy of 
other areas of the country where these articles are produced. Con- 
versely, any developments which would result in increased exports 
of our tobacco would affect favorably all of these groups. 

Some countries are able to produce some goods more advantageously 
than we can produce them. e can produce tobacco more advantage- 
ously than most other countries. We believe the exchange of goods in 
such cases is to the mutual advantage of all countries. 

We favor the development by the United States of a long-range 
foreign trade policy which will provide the machinery for future re- 
ductions in the barriers and obstacles which tend to restrict the ex- 
change of goods between our country and the other free countries of 
che world. We believe that such a policy is consistent with the na- 
tional interest, and with national security. 

We therefore favor generally the President’s recommendations for 
a liberal trade program as set forth in his foreign economic policy 
message submitted to Con on January 10, 1955. His recom- 
mendations included the following: 

1. A 3-year extension of the Trade Agreements Act with authority 
to negotiate tariff reductions with other nations on a gradual, selec- 
tive and reciprocal basis. 

The reciprocal trade agreements program was inaugurated 21 years 
ago by the Trade Agreements Act of 1934. During the time this 
program has been in operation, substantial reduction have been made 
in many of our tariff rates and, through negotiations, we have been 
able to get many of the nations which buy our tobacco to lower or bind 
their tariff rates, as well as reduce other trade barriers. We feel that 
had we not had such a program, it would have been much more difficult, 
if not impossible, to have achieved and maintained our current level 
of tobacco exports, The continuation of a consistent and integrated 
foreign trade policy that is in harmony with the United States trade 
position in the world is basic to maintaining a high level of exports 
as well as imports. We, therefore urgently recommend the passage 
of the Trade ents Extension Act, H. R. 1, which is now being 
considered by the Senate. 

2. Further simplification of eustoms procedures and administration, 
and improvement of standards for valuation of imports. 
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We are particularly concerned, for example, about the complicated 
«nd time-consuming procedure required for determining the value for 
the purpose of assessing duties. It sometimes takes years for the 
Customs Bureau to establish the rate for a commodity which is being 
imported for the first time. Even then, the decisions are reviewable 
bv the Customs Court which causes additional uncertainties. The 
law requires that United States customs appraisers shall, for tariff 
rate purposes, use the “foreign value” or the “export value,” which- 
ever is higher, or if neither is obtainable, the “United States value,’ 
or if it is not obtainable, the “cost of production.” The law specifies 
how these various values will be arrived at but the data required are 
often difficult to get and sometimes not available at. all. 

Such procedures tend to discourage potential exports to the United 
States and cause United States importers to be reluctant to import 
commodities for which a definite rate of duty has not already been 
established. 

During the past few years, several attempts have been made to get 
legislation enacted by Congress which would modernize and simplify 
some of these outmoded, cumbersome, and antiquated procedures of 
the Customs Bureau. Every year since 1950, the executive branch of 
the Government has sent recommendations to the Congress that such 
legislation be enacted. 

Finally, in 1954, a very inadequate law was enacted directing the 
Tariff Commission— 
to make a study of tariff classifications for the purpose of revising them and to 
make a report on the subject within 2 years with a preliminary progress report 
to Congress by March 15, 1955. 

The Tariff Commission has made the required preliminary progress 
report to Congress but no recommendations were included in the re- 
port for any changes in legislation. 

We are still hopeful that legislation will be enacted by the Con- 
gress which would cut the customs red tape and encourage exports 
from foreign countries to the United States. 

3. Approval by the Congress of the organizational provisions of 
the General Agreement on Tariffs and Trade. 

Negotiations with respect to these provisions have just been com- 
pleted and the new agreement has been signed. This new agreement 
which evolved from the reconsideration of GATT and which is now 
to be known as the International Organization for Trade Coopera- 
tion is expected to be sent to Congress sometime during the current 
session for ratification. We believe that United States participation 
in this organization is vital since, in our opinion, it will provide a 
very effective means of restraining other countries from imposing 
further restrictions against our exports and also will be an instru- 
ment which can be used for negotiating further trade concessions with 
other countries of the free world. 

Experience indicates that the multilateral approach in which all 
partners in consultation with one another agree to follow certain rules 
designed to encourage trade is far superior to the bilateral approach. 

The measures referred to above are in the foreign trade policy field 
and, if adopted, would tend to increase the availability of dollars in 
foreign countries which, in turn, could be and undoubtedly would-be; 
_ to buy a larger volume of United States commodities, including 
obacco., 
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We would like to turn now to certain special programs and dis- 
cuss some measures which more directly affect agricultural exports. 

We feel that steps should be taken to “streamline” the administra- 
tion of the Agricultural Trade Development and Assistance Act— 
Public Law 480. The procedures as set forth in the original legisla- 
tion and the executive order issued for carrying out the act make it 
very cumbersome and difficult to administer. Although the law has 
already been in effect for over 8 months, as of this date, no tobacco 
has been shipped under the program and we understand that very 
little progress has been made so far in exporting other surplus agri- 
cultural commodities under the act. 

Trade representatives of the United Kingdom requested us to sup- 
ply them with copies of the law so early that we had to send them 
copies of the conference report. The act had at that time not yet been 
signed by the President. They took steps immediately to initiate a 
request under the program. As of this date, 8 months later, the pro- 
gram for the United Kingdom has not been finalized. 

No agreement has been reached, although we want from $15 to $20 
million worth of tobacco under this program. 

The delays in the implementation of Public Law 480 program seems 
to be centered around the following four problems: 

1. The complicated and cumbersome requirement that the program 
for each country must be agreed upon by an interagency committee 
which includes the Departments of State, Treasury, Commerce, and 
Agriculture, the Foreign Operations Administration, the Bureau of 
the Budget, and sometimes the Department of Defense. 

Whenever you have a proposition that has to get an O. K. from the 
different departments of the Government before it can be imple- 
— then we know that you are not going to get very far very 

ast. 

Senator Scorr. You are familiar with what happens when you go 
to conferring? Generally we get conferred out of a program. I do 
not know whether you have had that experience or not. 

Mr. Lanter. Yes, sir; we have had it. 

Senator Scorr. I am familiar with that. 

Mr. Lanter. And then it is complicated by: No. 2, reaching a mu- 
tually acceptable agreement as to the commodities to be indiwded in the 
package deals. 

3. Reaching mutual agreement regarding the rate of exchange to be 
used and a plan for the use of the local currency generated. 

4. The “Ship American” provisions of the act requiring the 50 

reent of the commodities shipped must be transported in American 

ttoms. 

The two things that bother us most, is first the impossibility of get- 
ting seven agencies of the Government to agree on anything. The 
second one is this provision which requires that 50 percent of the goods 
must be shipped in American flag ships, that is in American bottoms. 
In the case of England, they have up to now turned down the pro- 
posed package dat because they are a maritime nation, and the mari- 
time interests over there take the position that they are paying for 
these goods in British currency and, therefore, they have a right to 
haul them in their own ships. on er the law, however, as now writ- 
ten, 50 percent of them have to be shipped in American bottoms. If 
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we could clear that provision out, we could have in all probability, 
closed a deal with England under this Public Law 480 several weeks 
ago, we believe. 

It seems to us that it should be quite possible for all the concerned 
departments and agencies of the executive branch to get together and 
agree on the top level policies to be followed in the execution of the 
law and then leave the actual administration of the program to one 
single department. Divided responsibility always results in dis- 
agreements and delays, regardless of whether it applies to two men 
digging a ditch or an army fighting a battle. 

It also seems to us that too much pressure has been exerted on the 
interested purchasers of our commodities to get them to accept com- 
modities under the program which they did not desire to purchase. 
Our experience in this field indicates that when you are trying to sell 
a commodity, it is the best policy to let the buyer make the final de- 
cision as to the quantity and the quality to be purchased. 

With regard to the rate of exchange and the use of the currencies, 
it seems to us useless to try to drive such hard bargains when, in the 
end, most countries will undoubtedly get a substantial part of the 
currencies given back to them as grants or have their repayment con- 
tracts with the United States canceled. 

In my humble judgment Congress, in passing Public Law 480, did 
not intend that we quibble too much about the payment. Their pur- 
pose was to get rid of these surplus agricultural commodities, which 
are overhanging our markets, in wheat, in corn, in tobacco, and in rice, 
and that the difference of 1 percent in interest rate or the difference 
in a few dollars of the cost, [ think is inconsequential. I think that 
the full intent of the Congress was not to quibble, but to get this pro- 
gram moving and get these commodities out of this country, and into 
those countries where they would be consumed and gotten out of the 


way. 

Our feeling is that the program could move much faster and with 
greater satisfaction on the part of all concerned, including the United 
States Government, if it were decided and announced publicly that 
one-fourth or one-third of all the local currencies generated by the 
transactions would be donated to the countries concerned on a grant 
basis and that the balance would be used by the United States for 
whatever purpose it decided to use it. Under such an arrangement 
there would be a real and definite incentive for foreign countries to use 
additional commodities. Under the present program, in our opinion, 
there is no real incentive for a country to purchase and utilize quanti- 
ties in addition to the usual usings. 

This law requires that purchases under Public Law 480 must be over 
and above the normal quantities purchased during a year. In other 
words, if the country has been buying a million pounds of tobacco a 
year, as an average, from the United States, they would not be eligible 
under this Public Law 480 until they had first bought the million 
pounds and the other would be in addition to the million pounds. 

Undoubtedly some consideration needs to be given to some revision 
of the Cargo Preference Act. 

That is the 50-50 business. 

It has been suggested that this provision be modified so that it would. 
be applicable only when and to the extent that the local currencies 
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generated by the sales under the program are donated to the partici- 
pating countries on a grant basis. For example, if the United States 
made a gift to Pakistan of all the local currency received from the 
sale of commodities to that country under the program, United States 
bottoms would carry all the commodities, or if the United States gave 
them 40 percent of such currency, United States bottoms would be 
required for 40 percent and United States shipping would have to 
compete for the other 60 percent. Such an arrangement would be an 
improvement over the present requirement. 

That is the statement that we have prepared. It is a joint state- 
ment 1n conjunetion with these other gentlemen who are sitting with 
me on the panel, and it is the position of all of the people that we 
represent covering tobacco, cigar tobacco, burley tobacco, dark fired 
tobacco, flue-cured tobacco. e have these gentlemen here and to- 
gether with members of the industry for any questions that you might 
want to ask them about. this program. 

Senator Scorr. We heard this phase of the discussion at some of 
the other meetings that we have had. I do not know how much we 
need to review here or whether or not anpehing has been brought 
out that I do not know about. If anybody else wants to make a state- 
ment at this time, I will be glad to hear it. 

(Those present all said “No, sir,” that he was speaking for them.) 

Mr. Carr. I think we are entirely in agreement with the statement 
as presented. 

Mr. Lanter. Any of you gentlemen from the Department have any 
suggestion to make ? 

Senator Scorr. About all you want them to do is to go to work. 

Mr. Lanier. We not only want them to work, but we want them to 
bring home some bacon. 

Senator Scorr. Has anyone anything that they would like to say? 
If so, this is the time to say it. 

Mr. Hutson. I might say, Senator, when you are talking about the 
gift of some of this currency that we do not look upon that as a 
subsidy on the exportation of a commodity, but rather, as a subsidy 
to the country that purchases a given quantity of our surplus com- 
modities over and above their normal purchases. 

I want to emphasize strongly that I think that before they make 
sizable transactions that is going to have to come about in some way 
or the other. . 

You do not sell people distressed merchandise except by making 
some sacrifice. We do not want that sacrifice made at the price 
of any commodity, but rather, as a subsidy to the country, to encour- 
age them to buy it. 

Senator Scorr. I think that is a point well taken. 

Does anybody else have any observation they would like to make? 

Mr. Lanier, Just one, on that point and then we will be through. 

We feel that an export subsidy to tobacco—I am talking tobacco 
specifically—would be a very bad thing generally to all exporters 
who have had this experience once before, because some of the people 
in Europe have bought their requirements, and if now the price were 
to be dropped, say, on stabilization of:tobacco, it would disturb the 
competitive balance in every country in Europe, between those people 
who went and bought on the market and those who did not, and it 
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would tend to really give us a black eye in those countries. There- 
fore, as Mr. Hutson said, we do not want a subsidy on the tobacco sold. 
It is all right to give the subsidy in the way of a grant to a country, 
and let them use the money as they see fit, but not on a cut price on 
the tobacco, or wheat, or cotton. 

Gentlemen, is there anyone who has anything further to say‘ 

Senator Scorr. Unless there is something further, we will recess 
until this afternoon at 2 o’clock, when we have the subject of soybeans. 

Mr. Lanter. We thank you. 

Senator Scorr. We will recess now. 

Mr. Carr. Industry just agrees in general that the proposals that 
have been made in the past have not been sufficiently attractive to 
bear any fruits in this connection, and these proposals made now we 
heartily endorse. 

Senator Scorr. We appreciate your coming over, and we will stand 
in recess. 

(At 10: 50 a. m. the subcommittee recessed until 2 p. m. of the same 
day.) 

AFTERNOON SESSION 


Senator Easttanp. The committee will come to order. _ 
Mr. Strayer, if you will sit here, please, sir. Please identify your- 
self for the record. 


STATEMENT OF GEORGE M. STRAYER, EXECUTIVE VICE PRESI- 
DENT AND SECRETARY-TREASURER, AMERICAN SOYBEAN ASSO- 
CIATION, HUDSON, IOWA 


Mr. Strayer. My name is George M. Strayer, from Hudson, Iowa. 
I am a farmer and a soybean producer and I am executive vice presi- 
dent and secretary-treasurer of the American Soybean Association 
which is the soybean growers association for the United States. 

Senator Easrtanp. Proceed, Mr. Strayer. 

Mr. Srrayer. Mr. Chairman, first of all, I want to point out that 
soybeans are not now in surplus, and that we are talking about a com- 
modity which is in a different position than most of the commodities 
to which hearings have been directed heretofore by your committee. 

Senator Easrianp. Soybean oil in surplus, is it not? 

Mr. Srraver. It is not in what we would call surplus. 

Senator Easrianp. Cottonseed oil, is that in surplus? 

Mr. Srrarer. There were some supplies of cottonseed oil in Gov- 
ernment stocks. 

Senator Easttanp. What is the difference ? 

Mr. Strayer. The difference is that 

Senator Kasrianp. I grow both of them. 

Mr. Srrayer. Up until recent months cottonseed oil had not been 
going imto consumer hands and soybean oil had been going into con- 
sumer hands. 

I would like to point out that soybeans today—well, in 1954 we 
grew 342 million bushels of soybeans in the United States. Prior to 
the war, we got up as high as.90 million bushels. Then during the war 


years because we had been importing two-fifths of our edible fats. and 
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oils, we stimulated soybean production and came out of the war with a 
little less than 200 million bushels per year annual production. 

Since that time we have continued to push production upward, until 
today—the last year we produced 342 million bushels. I think the 
soybean industry is in a different. position than most of the commodity 
groups which you have heard in that we have never produced our 
commodity for storage. We have always produced it to go into con- 
sumption and we have so far been able to keep our commodity going 
into consumptive channels. We are producing not only for domestic 
needs but for the world fats and oils and protein markets. _ 

This past year as the 1953 crop year, we exported approximately 40 
million bushels of soybeans. It is now estimated that we will export 
around 50 million bushels of soybeans from the 1954 crop. 

Senator Easttanp, What was the production in 1954 of soybeans? 
What did it total? 

Mr. Srrarer. The current figures are 342 million bushels. 

Senator Easttanp. How much of that was consumed here or will 
be consumed ? - 

Mr. Strayer. According to present figures there will be about 50 
million bushels exported and the remainder would be consumed in 
this country. 

Senator Easttanp. Will it be consumed ? 

Mr. Srrarer. We do not know. The crop year is not far enough 
along yet that we ean say yes or no to that. 

Senator Eastianp, Then you think it is doubtful that all of that 
production will be consumed ? 


Mr. Strayer. There is peer f that there will be some carryover 
t 


of soybeans at the end of the year. We have never had an appreciable 
carryover of soybeans at the end of the crop year up to this time. 
coon 4 EastitanD. What percentage of soybean products is ex- 
rted ¢ 
eh Strayer. I think Mr. Conner is in a better position to give you 
those figures, when he testifies, than I am. 
Senator Eastianp. All right. 

Mr. Strayer. It varies quite definitely between years. Some years 
we have exported rather large quantities of soybean oil, others very 
small quantities. Now we are exporting some soybean meal. Some 

ears we have not. That depends upon what our price relationships 
Lie are compared with world prices and demand. It is conceivable 
that we may have a carryover, a surplus, or call it what you may, at 
the end of this year. We do not choose to call it a surplus because we 
think over a period of years that it would be very advisable for our 
industry to carry some small stocks, to help level out those high pro- 
duction years as against the low production years. We have never 
carried such stocks up to the present time. We realize they have 
some depressing effects on markets at times. But we think that our 
industry is intelligent enough to handle those in reasonable shape. 

I would like to point out that soybeans are one of the few commodi- 
ties that we produce in commercial quantities in the United States, 
where there are la ibilities of expanding foreign markets. No 
one can say definitely how far we iniglit gu; bat T eivitk there ant din- 
tinct possibilities that within a few assuming that we can be 
competitive pricewise with fats and oils and oil seeds from other parts 





— teint oo ot & TD & 


ai 


DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 611 


of the world, we might be exporting as high as 100 million bushels of 
soybeans per year. I am quite convinced after having spent consid- 
erable time in the European countries as a member of an agricultural 
trade mission last spring and as an ECA mission member at one time, 
and on private business at one time, that the potentialities are there. 
Because in soybeans you have a unique combination of fats and pro- 
teins, and proteins that can be used in livestock production or can be 
used inhuman foods. You have the fats. 

Senator Easrnanp. You think foreign countries will be able to earn 
the dollars? 

Mr. Strayer. That is the major problem. Some are now earning 
the dollars with which to buy. I think a part of that answer is up to 
us: Whether we are willing to accept from them those things which 
will enable them to earn the dollars. 

As a member of this trade mission, I became very convinced that 
world trade is not a one-way street. If we are going to sell agricul- 
tural commodities, we must do some importing from those people, 
and thereby enable them to have those dollars. We are just not going 
to sell over a long period of time, things that they cannot pay for, 
because I do not think we, as a Nation, are going to want to give them 
to them over a long period of time. 

We are in this unique position of having a commodity which the 
world wants, and with our mechanical production methods and the 
very small amounts of manpower that are used in the production of 
an acre of soybeans. Iam firmly convinced that we can be competitive 
pe with most any of the oilseeds from other parts of the 
world. 

The oilseed mills like American soybeans. They are higher in oil 
content than those coming from most of the other areas of the world. 
We have had some problems in marketing them, and making deliveries 
that met the needs and the demands of the foreign market but I am 
sure that we can solve those problems. 

Senator Eastuanp. I want to ask you a loaded question. 

Mr. Srrayer. All right, sir. 

Senator Easttanp. How much less oil content, do Iowa beans seem 
to have than Mississippi beans ? 

Mr. Srrayer. I am going to answer your question in the way that 
you asked it. Are you talking about the same variety of beans grown 
in both States or are you talking about—— 

Senator Easrtanp. We do not have the same varieties but the early 
bean does not have the oil content the Ogden has, the one that grows 
later in the season. Our standard beans. 

Mr. Srrarer. We, of course, up in my country do not grow Ogdens, 
that is far too late for us. The farther south you go, as a normal rule, 
and assuming that the soybean variety utilizes the maximum growing 
season, the higher the oil content. 

As you go north you go into lower and lower oil content. When 
you move the same variety north and south you see that especially. 
We have been in the Midwest in the favorable position of having rela- 
tively high oil-content varieties—higher than those that you had for 
your area until recent years. 

Senator Eastianp. Yes, our latest bean the Roanoke, has a higher 
oil content than the beans we produced formerly. 
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Mr. Srrarer. There is no question but what you have the potential- 
ity in your area. 

I would like to point out that not only soybeans but some of our 
other commodities are meeting resistance in these world markets be- 
cause of the manner in which we are marketing them. I think that 
as a Nation we should take a very serious look at our offerings of soy- 
beans that go into these world markets. We should understand the 
market into which we are shipping, understand the demand of that 
market and then try to meet those ade instead of trying to push 
those people into the place of taking what we want them to have, 

Senator Eastianp. I judge from your testimony, sir, that soy- 
beans or soybean products are not for sale under Public Law 480? 

Mr. Srrayer. You are right, they are not at the present time. 

Senator Eastianp. Because it is not in surplus? 

Mr. Srrayer. That is right. This 50-million bushels of soybeans, 
have been sold with free dollars. They have not had money—I will 
take that back. There has been some FOA money, there have been 
some FOA shipments to Japan. But most all of the soybeans going 
into European countries have been free dollars. They have not 
used Public Law 480 funds. 

Continuing with the last thought which I started, on this trade 
mission we were repeatedly faced with the necessity of trying to make 
explanations for deliveries of agricultural products, by people who 
thought they had not received delivery on what they had bought. 
That applied, to some extent, to soybeans as well as on others, I 
do feel if we are.going, as a nation, to continue as an exporter of 
agricultural commodities, we are going to have to act like exporters. 
We will have to supply the commodities which the world wants. 

And we will have to supply them in the form in which they want 
them. 

We must produce in some cases the type of product, and that may 
mean changes in the type of product that we will produce for the 
market. But, if we are going to continue as exporters, as I believe 
we must do in American agriculture, then we must recognize that 
the buyer is always right and supply what he wants. And with 
that we must do some educational work among ourselves and also 
among buyers of these commodities. I think that in the soybean 
industry we have quite a long way to go in acquainting the European 
buyer with our grading standards, our manner of handling the crop, 
and with how to buy the specific type of soybean that he needs in his 
operations. 

As I stated in the beginning we want to point out that we do not 
have a soybean surplus. We are in the unique position of having 
up to this time been able to market what we have produced; we 
hope we can continue to do so over a period of time. We recognize 
that with acreage controls on many other commodities, there is al- 
ways the problem, that is ever-recurrent to the farmer, of finding 
something to take the place of the acreage which he takes out of 
wheat or cotton or some other commodity that we may find ourselves 
in a surplus position on at some time in the near future. 

Senator Eastrtanp. Have you any estimates as to what the con- 
trols on wheat and cotton will increase soybean acreage in 1955? 

Mr. Srrayer. It can be only an estimate. 
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Senator Eastuanp. I know it can only be an estimate, certainly. 

Mr. Srrayer. I will start first with the Corn Belt area with which 
Iam familiar. I have a distinct feeling that there will be no increase 
appreciable increase, in soybean acreage in the Corn Belt areas be- 
cause there will be a greater acreage of corn. The acreage allotments 
in most of the States are up. I would see no increase in soybean acre- 
age in the Midwest. _ 

The planting intentions report, issued by the Department of Agri- 
culture, as of March 1, shows I believe 6.5 percent increase in the na- 
tional soybean acreage over 1954 acreage. I should point out that if 
we should have a normal production year it would mean more than a 
6.5 percent increase in bushel acreage, because of the drought condi- 
tions that prevailed through much of the soybean production terri- 
tory this past year. 

Senator EasrLhanp. Won't that put us in a surplus position? 

Mr. Strayer. Very conceivably it could do so. To balance against 
that, we have the potential consumption of proteins in livestock feed- 
ing of almost double the current soybean production. If all of the 
livestock in the United States were to be fed maximum amounts of 
protein for economic production of the livestock we would consume 
almost twice as many soybeans in the form of soybean meal in that 
livestock production program. 

Then the oil becomes a problem. 

Sénator Eastianp. You have another factor there. We could nor- 
mally expect a much less cotton production this year. 

Mr. Srrarer. As I see this situation now, I am not unduly alarmed 
because of the cutback in cotton acreage, a 6-percent increase in soy- 
bean acreage conceivably might just about balance out that reduction 
in cotton acreage. Worldwide the production of fats and oils does 
not seem to be increasing at as se a rate as the consumption is 
increasing due to increases in population. So I am not unduly con- 
cerned about the 1955 crop of soybeans. We might be in a surplus 
position. But I have been in this business for 15 years, and about 14 
of those 15 there have been many people thought this is the year we 
are going to have a surplus of soybeans. We have not yet reached 
that stage. Just when that will come, I am not in a position to say. 

Many times in 1952 it looked like where we had this tremendously 
big crop, this is the year when we will have the surpluses. So far we 
have managed to utilize the production. 

We have no recommendations to make to your committee except that 
I would like to again point out on behalf of this soybean growers or- 
ganization that we feel that much more effort should be placed on 
selling and servicing these sales and educational things which can 
be done to increase and stimulate and broaden the markets for these 
agricultural commodities. Certainly, we feel that there is a distinct 
need of that in the soybean industry, and I have seen it in the other 
agricultural commodities, also. 

Senator Eastianp. I take it that you think, then, that the farm 
program that was passed as a law and that put a price on a commodity 
and then put it in the warehouse is foolishness ? 

Mr. Srrayer. We have always followed in our organization the 
philosophy that we wanted to continue—— 

Senator Eastianp. I agree with you. 
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Mr. Srrayer (continuing). To price these things where they would 
go into consumption, and I think we have the unique honor of being 
one of the very few, if not the only commodity group, which has 
asked for a reduction in the support-price level before it was proposed 
by folks here in the Department of Agriculture. We felt that we 
must continue to be at a price level where we could sell in the world 
aaeeee if we were going to expand those markets. That is all I have 
to offer. 

Senator Easttanp. You have made a very fine and sensible state- 
ment. 

Mr. Srrarer. Thank you. 

Senator Easttanp, Mr. Hartz was next. 

Mr. Hartz. I have no statement to make. 

Senator Easttanp. Next is Mr. Conner. 


STATEMENT OF JOHN D. CONNER, COUNSEL, NATIONAL SOYBEAN 
PROCESSORS ASSOCIATION 


Mr. Conner. My name is John Conner. I appear as attorney for 
the National Soybean Processors Association, the headquarters of 
which are in Chicago. I did not appear for the purpose of making 
a statement on this as such. We noticed that the hearing was sched- 
uled on soybeans. We wanted to appear primarily just to hear what 
testimony might be presented. I asked to be scheduled as a witness 
just in order that, if there were, during the course of the hearings 
anything that came up on which it appeared that we could offer any 
secleuieatiien or have any comments, we would have the opportunity to 
do 


so. 
We agree with Mr. Strayer in the fact that we do not see any 
surplus problems insofar as soybeans are concerned. There may be 
some small carryover at the end of the crop year. However, soybeans 
have been in the position during the past years of never having an 
adequate carryover. It looked like that might be the same ting 
at the end of this year. Caren eny carryover which we can see 
at the end of this year would not be any large carryover at all. On 
the basis of the best figures which we have been able to obtain, it 
looks like the carryover as of October 1 should not be in excess of 
7 to 15 million bushels depending upon the planting requirements. 
This would be less than 1 month’s crushing requirements. And that 
has been the picture in the previous years. So we have never gone 
from one crop year to another with any large carryover. We see noth- 
ing in the picture at the present time that would indicate any change in 
that position. 

So, accordingly, I have no testimony to present. 

Senator Eastianp, Thank you, sir. 

Mr. Conner. Thank you. 

Senator Easttanp. Mr. Hendrickson. 


STATEMENT OF ROY F. HENDRICKSON, EXECUTIVE SECRETARY, 
NATIONAL FEDERATION OF GRAIN COOPERATIVES 


Mr. Henpricxson. My name is Roy F. Hendrickson. I am execu- 
tive secretary of the National Federation of Grain Cooperatives. This 
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federation includes the 20 major regional grain cooperative associa- 
tions owned by 2,500 local grain-marketing associations through which 
approximately 1,200,000 farmers market grains and oilseeds. 

rain farmers, particularly producers of wheat, oats, barley, rye, 
and grain sorghums, are in a difficult period which will become worse 
before it improves. They look anxiously toward the increase of 
exports as part of the solution to their problems and they are grateful 
and appreciative of the interest and consideration given their problems 
by this committee. ao 

Wheat prices have been below parity since May 1948, according 
to the official report of February 28, 1955, by the Agricultural Market- 
ing Service, entitled “The Wheat Situation.” 

This report attributes the subparity level of prices as a reflection 
of large crops in the United States and favorable harvests in im- 
porting countries. We have experienced a severe decline in exports 
due to the internal stimulation of wheat production in most importing 
countries. This has changed the wheat picture very rapidly—and 
more change is in prospect. 

This is one point I develop in rather great detail, more than I 
should bother you with here. I have an exhibit which is exhibit A, 
attached to my statement, which shows country by country in some 
detail how these internal prices of wheat have grown and are substan- 
tially above our levels. 

I am going to try to summarize as I goon here. I would appreciate 
it if my statement could be put in the record in full. I would like 
to conserve your time and energy now by moving from one place to 
another. 

Senator Eastitanp. You may do so and your statement will be 
inserted into the record. 

Mr. Henpricxson. First, with respect to this point, of the parity 
experience of wheat, I think this point I would like to emphasize, 
that since 1920, wheat has been above parity in only three other 
periods, besides this 1948-49 period. 

One was back in 1924-25, the second in 1925-26, and another one 
in 1936-37. For most of the last 35 years, wheat prices have been 
below parity, and often substantially so. 

Now we had these years, the war and the postwar years, where 
there was a tremendous demand and a tremendous expansion in pro- 
duction as the result of the requests of the Government. But unlike 
any other situation really involving the production of goods for the 
Government by reason of a formal or informal contract, when the 
time for delivery came and delivery was made by the, farmers to the 
Government, the Government did not dispose of that surplus and 
that surplus continues to hang over the market, and will hang there 
for an indefinite period unless exports are much more substantially 
stimulated. The result is that we are facing for almost an indefinite 
period ahead, increasing difficulties for wheat, and for the small 
grains and ultimately difficulty in the case of corn. Our price sup- 

rt for wheat was $2.24 last year as a national average. ft is $2.06 
or the coming year. If two-thirds of the voters, the farmers, who 
produce wheat and are eligible to vote, favor quotas next summer— 
that is somewhat doubtful—but if they do support quotas, the most 
they can expect is 75 percent support level, adjusted down in part. as 
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a result of the employment of the new parity formula, unless the 
national stockpile is increased. My estimate, which I consider to be 
accurate, is that the support level for 1956 will be $1.77 per bushel. 

That is a very substantial decline. If they should vote down qoutas, 
then the support level goes to 50 percent of this modified or transi- 
tional parity and that would be about $1.19. 

We do not believe that the prices will necessarily go to $1.19. It 
would not go there but what would happen is that the price would 
come to rest at some point, bearing down upon corn, oats, barley, rye, 
and grain sorghums. It is problematical where that price level would 
be. I often have engaged in discussions that are pure guesswork but 
most students believe it would be somewhere icant $1.50 or very likely 
below that. 

Senator Young. That would be certainly true in view of the fact 
that the Canadians have a big surplus of wheat. 

Mr. Henopricsson. That is right. 

Senator Youne. This would practically pull the props out from 
under all of the surplus wheat throughout the world? 

Mr. Henprickson. One of the great significant points about that 
is this: We used to think of dollar wheat as satisfactory. Dollar 
wheat was something of a symbol of a fair price. In terms of the 
purchasing power, when dollar wheat was satisfactory, we find pur- 
chasing power now of wheat in the vicinity of 46 percent of the 
purchasing power when dollar wheat was O. K. In pure comparison 
of buying or purchasing power, and so forth, $1.50 wheat now is 
substantially below the old Live! of dollar wheat. 

Senator Eastianp. Of course it is. 

Mr. Henprickson. Then, you have to take two fractors into account. 
Not only have you a substantially lower pre-unit price but the acreage 
cuts which average 30 to 33 percent, also substantially reduces the vol- 
ume which these producers have to sell. So gross income is cut, and net 
income even more sharply because the alternative uses for wheatland 
are limited in many, many areas, represented largely by opportunities 
to produce other grains, oats, and barley and grain sorghums, and so 
forth, for which the support prices are and have been steadily reduced. 

Now as to increases in production abroad: This one point I would 
like to develop and which | spoke of pointed up in the tables. Increas- 
ingly, price supports for wheat which are higher than those in this 
country are being established in countries which import wheat. <A pat- 
tern is developing which resembles the internal programs of the early 
thirties for the wheat-deficit countries. The difficulties of many coun- 
tries in acquiring foreign exchange plus a rise in a desire for self-sufli- 
ciency hel to reduce international commerce in wheat to very low 
levels in the late twenties and particularly the early thirties. Then 
commerce rose again during the war period and postwar period. But 
we are apparently now heading once more in the direction where the 
total volume in international trade may very well decline because of 
these internal supports, stimulating uneconomic production in many 
countries. 

I appreciate the fact that I can have in the record this whole state- 
ment but I am going to cite some of these prices, on page 5. 

This is the data from the International Federation of Agricultural 
Producers. Consider here we are talking about a price support. We 
have one this year of $2.06. Last year it was $2.24. 
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Turkey is $3.21. France, $3.04. They had an adjustment in that 
which has developed subsequently. 

Tunisia, $3.03. Germany, $2.83. Belgium, $2.29, and so forth. 

There are some conflicts in the data. I am not using my own figures. 
I am quoting from the reports of the International Federation of Agri- 
cultural Producers in one case, and in the final table I am supplying are 
figures from the United States Department of Agriculture. I simply 
call attention to the fact the reports of the two do not coincide in all 
cases. I was not able to reconcile them. 

Senator Eastianp. The reasons for that are self-sufficiency, and 
to conserve foreign exchange. 

Mr. Henpricxson. That 1s right, with one exception, an additional 
fact. This is an interesting pomt. In at least the case of Germany 
and Japan, they have their own support level up but they import at 
somewhat lower levels from us, and their governments actually make a 

srofit on the distribution of the imported grain. There is a literal 
Gerth term for that operation, it is “skimming the cream off,” or 
just plain skimming. My calculations indicate that on “Manitoba No. 
1,” for instance, a Canadian wheat, the profit there recently to the Gov- 
ernment which they use in part to meet administrative expense, 
amounted to right around $28 a ton and on some of dur types of United 
States wheat, it ran around $30 a ton. 

In other words, they got the benefit of such subsidies as we were 
providing on exports under the International Wheat Agreement and 
ex-quota sales but in addition, took an internal profit. 

In reciting this development on these internal price supports, there 
are some that are less than ours, true, Syria’s is less, New Zealand and 
Holland are less but they are the exceptions, very much the exceptions, 
as you will find on that four page table that concludes, exhibit A at 
the end of my statement. 

There I have used local currency terms, converted to United States 
dollars. 

There are two or three things that I draw in this statement as a 
conclusion, some things that might be done about this. One of them 
is that in the new negotiations looking toward the third International 
Wheat Agreement, our negotiators must be encouraged and directed 
if possible to ask as one part of that agreement that there be something 
done in the way of restraints on the part of these other governments, 
as well as ours, in an effort to avoid an unwieldy world surplus of 
wheat. At the moment we are making the only important contribu- 
tion in that direction through our acreage allotment program and 
marketing quotas. 

I think, Senator Young, you pointed out repeatedly in the case of 
Canada and in the case of other countries, that they have made no 
similar contribution. I think it is an extremely important one and 
if we must have—and in many ways it is desirable—the multilateral] 
Hye that the State Department normally favors, that is the 
place to give expression to a multilateral approach, of a common ap- 
proach in order to avoid the anarchy that we have had in international 
wheat trade many times in the past from which no one benefited. 

Senator Youna. It just does not make sense to deal in foreign 
markets with Canada for instance, on the basis that we are. We 
apparently make certain arrangements in disposing of our wheat in 

60149-——55—pt. 222 
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certain countries. We take a certain share and Canadians a certain 
share, with no regard at all as to cuts our farmers take in production 
control programs, According to their own publications, they expect 
to dump all of their surpluses of oats and barley and rye on us, They 
have been accustomed to doing that. What we have actually been 
doing during the past several years, is importing their rye when we 
have no use for it. We support rye prices here. Then turn around 
and subsidize the exports of rye. There is not another country in 
the world that is so foolish as to do a thing like that. 

Mr. Henpricxson. We have done the same of course with barley 
and the same with oats. We finally do have import quotas in the case 
of rye and oats and in the case of barley but they are excessively high 
so they are almost meaningless in the case of oats and barley, 

Senator Youne. Those quotas are pretty much established by the 
Canadians themselves to fit into the size of this crop. 

Mr. Henopricxson. Of course the action was taken formally pur- 
suant to Tariff Commission hearings, this last time under section 22. 

Senator Youna. The size of the quotas, though will take care of 
about all of the surpluses they have ? 

Mr. Henpricxson. It is interesting in the case of barley for in- 
stance, the Department of Agriculture recommended a quota sub- 
stantially lower than that which was recommended by the Tariff Com- 
mission and then the President did not follow the recommendations 
of the Tariff Commission but raised its recommendation for a quota 
also. So that it is extremely high. 

I am going to skip over this material with respect to these supports 
abroad feation that represents a lot of documentary detail, which I 


think is extremely important, but I will jump to what amounts to the 
conclusions with respect to this Public Law 480. 

Obviously the administration of Public Law 480 has suffered from 
too many cooks. It is as simple as that. The responsibility and au- 
thority of the Secretary of Agriculture needs to be strengthened sub- 
stantially gener official responsibility at a level lower than the 


President, who can not be expected to devote much time to farm ex- 
ports, should be assigned by Congress. The executive branch is 
neither aggressive nor responsive in carrying out congressional man- 
dates through the committee system which encourages buck passing. 

And I think you have amply demonstrated here what the committee 
system results in. 

Senator Easrianp. I agree with you, the administering of Public 
Law 480 is nothing but a jungle to the committee. 

Mr. Henpricxson. I would offer this suggestion. I realize that 
there is a normal tendency where you involve more than one all 
ment to write legislation as a delegation to the President but we have 
many areas of legislation where you delegate or assign the responsi- 
bility specifically to a Cabinet officer. 

It seems to me in this case it would be advisable to del power to 
a Cabinet officer and leave it to him to get clearance with other agen 
cies. He has to do that on dozens of things anyway so why not? But 
let us have some fixed responsibility at a level somewhat lower than 
the stratosphere of the White House. . 

Senator Eastianp. Suppose we gave the Secretary of Agriculture 
the authority to determine what countries were eligible? 
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Mr. Henpricxson. I think that is desirable. Within his relation- 
ships under the President to whom he is responsible, he can determine 
how much clearance he is going to have to get. 

At least he is going to have the burden of responsibility and re- 
sponsibility and authority have got to go together. I have noticed in 
many hearings where the Secretary of Agriculture has been held more 
or less responsible. I must say that I have sympathy for a man being 
held responsible, when he has not the authority that is commensurate 
with the responsibility. 

Senator Easttanp. What authority would you suggest that we 
would give the Secretary of Agriculture? 

Mr. Henprrcxson. I frankly would have assigned practically all 
of the responsibility to him. 

Senator Easttanp. Under Public Law 480? 

Mr. Henpricxson. That is right. 

Mr. Tuompson. To decide who, what, and when ? 

Mr. Henpricxson. Yes, sir. Let him clear with the State Depart- 
ment or with the Treasury. There is not anything in foreign affairs 
that you are not required, when you are in the executive branch, to 
clear with the State Department. But initiative will be placed with 
the Secretary of Agriculture because responsibility and authority is 
assigned to him. 

Senator Eastianp. The matter of how much you would sell in any 
one year, do you think that should be his responsibility ? 

r. Henprickson. Yes, within the limits that Congress will main- 
tain with respect to funds, the availability of funds, but you have got 
to expand the availability of funds. 

Senator Eastianp. I understand that, but that was the $700 million 
for 3 years? That is the present law, is it not? 

Mr. Henpricxson. Yes. 

Senator Eastianp. The State Department was instrumental in 
placing a ceiling of $453 million. 

Mr, Henvricxson. That is right. It is hard to find out if that was 
done by the State or Treasury or just who did that. 

Senator Eastianp. It is State, we know that. Do you think that 
that authority should be given to the Secretary of Agriculture? 

Mr, Henprickson. Yes. You know it is an interesting thing. I 
was just recently reviewing once more the hearings held by the House 
Committee on Agricultural Appropriations of which Mr. Whitten is 
chairman. New hearings are just off the press. Mr. Whitten was 
making the point—a very strong point, about the authority which 
is already vested in the Secretary of Agriculture in connection with 
the CCC, And it seemed to me that in the case of the authority 
vested in CCC there, of course the Secretary of Agriculture has re- 
sponsibility and authority, but within the framework of the Govern- 
ment he is expected to clear with the State Department, with the 
Treasury, and with other institutions that are necessary but he is still 
responsible. I could not quite follow the pattern of thinking which 
led to placing the responsibility for Public Law 480 up in the, as I 
call it, stratosphere, the unreachable area, whereas really the respon- 
sibility in every usual sense of thinking about it, for expanding ex- 
ports, should be placed with the Secretary of Agriculture. 
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We believe that authority to proceed under title I should be in- 
creased from the presesnt figure of seven hundred million to a billion 
and a half or two billion. I would not be doctrinaire about a figure 
like that because after all, it is only sensible to follow a figure that is 
within some practical possibility of being reached. 

But T think that it showid be made perfectly clear that this kind of 
money is well spent and that the attitude of Congress as manifested 
in many ways is one of giving encouragement and Godspeed and all 
of the support it needs. 

In connection with the passage of Public Law 480 there was adopted, 
I believe, section 416 which limits the authority of the Department 
of Agriculture to process commodities incident to the distribution of 
surplus commodities. It is my understanding that neither wheat nor 
flour nor other grain or grain products out of Government stocks are 
distributed under these programs because normally grains are desired 
in at least partially processsed form. The school lunch and other 
direct domestic programs could use a great deal of flour of various 
kinds and assistance in that regard could be provided by an appropri- 
ate amendment. 

Similarly an amendment is needed to make raw materials like wheat, 
corn, and oats and other grains specifically available to CARE and 
other similar organizations. They have expressed a great interest 
in a number of cases but apparently have been met with the idea that 
these commodities, not being perishable, do not have to be moved 
right now and I think some opportunity for finding additional and 
useful outlets for them have been missed. 

Agreements under Publie Law 480 have been for 1-year periods. 
Longer term agreements could be helpful. 

An opportunity exists for the negotiation of agreements between 
this and wheat-deficit countries, bilateral arrangements negotiated in 
terms of mutual self-interest, to guarantee to supply fixed annual 
quantities of wheat and other commodities in long supply, supple- 
menting the International Wheat Agreement quotas in the case of 
wheat, on a fixed-pricé-formula basis, covering a period of 3, 4, and 5 
vears. And, if possible, I would like to see it 10 years. Perhaps I 
am asking for the moon there, but I think I state this exactly, this 
would have the effect of increasing our shipments and eliminating the 
insecurity or fear that often lies at the base of high internal price 
support programs in many countries. 

These nations tend to make plans for years well ahead. And they 
fear the consequences of a sudden change in United States policy. In 
addition to current requests, they could be encouraged to build a strong 
stock position from our surplus which would alleviate fears of being 
caught short in time of emergency, a real understandable fear of a 
small country, Senator, that could be caught in the crossfire of a 
new international crisis. 

Senator Youna. The rest of the world ought to have a great deal of 
confidence in the United States carrying out that kind of an agree- 
ment, too. 

Mr. Henpricxson. That is right. 

Senator Youne. Because you know following World War II we 
gave our wheat to the rest of the world at a much lower price than 
the Argentine and other countries were doing it. 
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Mr. Henpricxson. Exactly. 

Senator Youne. We exported down to the point where we only had 
77 million bushels of carryover here at one time. 

Mr. Henprickson. Yes. 

Senator Youne. We went all out to help them. I think, as a result 
of that, we are entitled to consideration now. 

. Henvrickson. In fact, no price at all at that period. We were 
giving it away very largely. 
- Senator Younc. That is right. 

Mr. Henprickson. I think that point of a longer term agreement 
is one we need, because they have to feel some sense of security on an 
arrangement like that, and my own experience in talking with repre- 
sentatives, both here and abroad, of many of these countries who are 
interesting and intelligent people in analyzing their own problems, 
they say, “We simply cannot go ahead with an important thing like 
food simply on one of these short-term contracts. We would like to 
have a longer term contract.” 

After all, the per capita consumption of bread is so much higher in 
most of these areas of the world, and the basic item of food that they 
have tried to insist upon getting cheap, as a matter of national policy, 
has been bread in most of these areas. They have got to have bread 
above all things. Therefore, if they are going to embark upon a pro- 
zram with us, they want to have it for more than a single year. 

Above all, we should proceed resolutely, and assume more leader- 
ship, in seeking to avoid repetition of the depression pattern of self- 
sutheiunley, That led to an unmanageable world pei paralyzing 


world trade in grain with no commensurate advantage to importing or 


exportin ins. 

ba ee akon I say “leadership,” I mean leadership, because the 
opportunity, the forum provided, for instance, by the International 
Wheat Conference, which administer the International Wheat Agree- 
ment, is one where I think we should be pushing for cooperation on 
this matter of restraints, pushing for cooperation on the matter of 
avoiding these completely high internal support prices in some of 
these areas. These are not justified by anything except the possibility 
of trying to balance their own budgets internally by a profit, by im- 
porting at a lower level from here and then selling to their own peo- 
ple at‘a higher level, such as happens in the case of Germany today, 
in Japan, and which is spreading. 

Thank you very much. 


STATEMENT FILED BY Roy F. HENDRICKSON, EXECUTIVE SECRETARY, NATIONAL Fep- 
ERATION OF GRAIN COOPERATIVES 


Mr. Chairman and members of the committee, my name is Roy F. Hendrick- 
son, Iam executive secretary of the National Federation of Grain Cooperatives. 
This federation includes the 20 major regional grain cooperative associations, 
owned by 2,500 local grain marketing associations through which approximately 
1,200,000 farmers market grains and oilseeds. 

Grain farmers, particularly producers of wheat, oats, barley, rye, and grain 
sorghums, are in a difficult period which will become worse before it improves. 
They look anxiously toward the increase of exports as part of the solution to 
their problems, and they are grateful and appreciative of the interest and con- 
sideration given their problems by this committee. 

Wheat prices have been below parity since May 1948, according to the Official: 
report of February 28, 1955, by the Agricultural Marketing Service, entitled ‘“The 
Wheat Situation.” 
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This report attributes the subparity level of prices as a reflection of “large 
crops in the United States and favorable harvests in importing countries.” We 
have experienced a severe decline in exports due to the internal stimulation of 
wheat production in most importing countries. This has changed the wheat 
picture very rapidly and more change is in prospect. 

There are price supports for wheat in most of these countries, and in most of 
them the price supports are substantially higher than in the United States and 
tending upward. Price supports are by no means a United States invention, 
nor is this country an exclusive user of this device. 

From March 1946 to May 1948, wheat was above parity except during the month 
of February 1948. That was the peak period of postwar demand for wheat, 
when the large production in the United States made it possible to save millions 
of persons from starvation. 

Since 1920, wheat has been above parity in three other brief periods—-1924-25, 
1925-26, and 1936-37. For most of the last 35 years, wheat prices have been 
below parity, often substantially so. 

From 1942-48 to 1953-54, supplies were large and demand strong, particularly 
export demand due to war, postwar, and Korean war demand. During most of 
this period, United States farmers were repeatedly asked by their Government 
to expand acreage and increase production of wheat. 

Compared to other war suppliers with whom the Government contracted 
formally or informally for supplies, the wheat farmer has gotten rough treat- 
ment because the Government has left the wheat surplus it ordered lying over 
the market. The wheat farmer is having a most difficult time in tapering off 
from the Government’s own demands for production. The production of wheat, 
which the Government asked for and did not dispose of, is hanging over the 
wheat producer’s future today and will hang there indefinitely unless, by design 
or accident, supplies are brought into line with demand. 

The United States carryover of wheat next July 1 is officially estimated at a 
new record of 975 million bushels. As recently as July 1, 1952, the carryover 
was only 256 million bushels, a reasonable figure. We were still at war with 
Korea. 

Our price support was $2.24 a bushel as a national average last year. It is 
$2.06 for the 1955 crop and next year, 1956, with marketing quotas, if they are 
voted by two-thirds of the producers who vote in the referendum next summer, it 
may well drop to $1.77. Without quotas, the support will drop to $1.19, or 50 
percent of parity as scheduled to be computed then. 

These 1956 support estimates are based on the sound assumption that under 
the 1954 Farm Act wheat supports will be at 75 percent of parity in 1956, at 
the bottom of the flexible scale, because of the supply situation. 

Part of the decline will be due to the fact that the new parity formula is 
scheduled to take effect on January 1, 1956. The difference between old and 
new partiy for wheat is about 38 cents a bushel. Because of transitional 
parity, a reduction of not to exceed 5 percent in the support price can.be made 
in 1 year, and this will affect the support price in 1956 for the first time and 
to the extent of 12 to 14 cents. 

There is, of course, a possibility that farmers will turn down quotas, that 
6624 percent of the wheat producers who vote will fail to favor them. If 
that happens, wheat prices will be lower but will not necessarily decline to 
50 percent of parity as it will be figured in 1956, or about $1.19. 

In case that happens, wheat prices will bear down on corn, oats, barley, 
and grain-sorghum prices beginning with the harvest of 1956, depressing all 
of them. It will hasten the day of difficulty for the corn producers. It may 
give feed users a temporary lift, but livestock producers find prosperity a tem- 
porary and fleeting thing in times of low feed prices. 

Whether under those conditions average wheat prices would go much below 
$1.50 a bushel is problematical, but it is likely. In any case, the gross income 
of wheat producers is scheduled to decline very substantially, not only because of 
lower prices but, with acreage allotments that are a necessary part of adjust- 
ment, the farmers will have less to sell, about 30 to 32 percent less on the 
average. 

Because alternative crops for which diverted acres will be used will have 
lower supports, such as oats, barley, rye, flaxseed, soybeans, and grain sorghums, 
while most fixed costs will continue unchanged, it seems certain that farm 
net income from wheat and most grains will decline very substantially in 1956 
and for some years thereafter. For many farmers it will mean disaster; many 
will survive, but no producer of grain is going to benefit. 
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The acreage allotment program doubtless will be of some help, but of all 
of the alternatives available to assist in preventing extreme reductions. in 
income, of wheat and other grains, the most promising avenue is the expansion 
of @ rts. 

Anoctnale Public Law 480 is of the highest importance to grain farmers 
as well as to the national economy if one subscribes, as I do, to the belief that 
a properous agriculture is essential to maintenance of prosperity with respect 
to the Nation’s economy as a whole. 

There are those who believe the price reductions which are due with the 
lowering of support prices is the most promising avenue for bringing supply in 
line with demand. They are more confident than I that profitable alternative 
uses for wheat land can be found. That approach involves severe reductions in 
income, in standards of living, very likely resulting in the bankruptcy of many 
farmers chiefly dependent on grain production for a livelihood, which should 
be prevented if possible. 

In other fields of citizen activity in this country, such as employment in 
industry and services, we do look for solutions simply through price cutting 
so long as we are capable of finding more humane methods. A tremendously 
expanded export program is the best of these for farm surpluses. 


INCREASES IN PRODUCTION ABROAD 


Increasingly, price supports for wheat which are higher than those in this 
country are being established in countries which import wheat. A pattern is 
developing which resembles the internal programs in the early thirties of 
wheat-deficit countries. 

The difficulties of many nations in acquiring foreign exchange through ex- 
ports, along with a trend toward self-sufficiency in the late twenties and early 
thirties, resulted in the stimulation of wheat production in many nations. 
Most of this production was generally regarded as “uneconomic” in that the 
large populations of those countries justified more intensive use of limited 
land resuorces than is involved in wheat culture. The international trade in 
wheat fell off sharply, and this country along with Canada, Australia, New 
Zealand, and Argentina suffered greatly as a result. 

Price cutting by exporting countries was tried and failed utterly as a solution. 
That is one simple historic lesson that should have been learned. 

Last December, the International Federation of Agricultural Producers re- 
ported as follows: * 


“Wheat Price Guaranties Set 


‘For the past few weeks Governments have been announcing the prices farmers 
will be guaranteed for growing wheat. The rates range from a high of the 
equivalent of $3.21 (United States) a bushel in Turkey to $1.44 (United States) 
a bushel in Canada. The United States guaranteed price under the new flexible 
price support policy will average $2.06 a bushel. Here is a list of a number of 
maximum guaranteed prices in various countries in terms of United States cur- 
rency : 


. 40 
.10 
. 06 
57 
. 54 
. 44” 


Actually, the Canadian price referred to was the minimum initial price paid 
under its Governmental pool. Producers usually get two further payments in 
full settlement as the annual pools are liquidated. 

Subsequently, the same publication, in February 1955, reported on page 4 on 
developments in France, which said in part: 

“French wheat farmers are guaranteed a basic price of the equivalent of $2.64 
per bushel. This has called for a heavy subsidy on exports since the world price 
is about $1.70 a bushel. 


1IFAP News (vol. 8, No. 12). 
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“The Government is expected to have to spend about $31.4 million in 1954-55 
in order to dispose of the surplus soft wheat. The total wheat surplus for export 
or carryover this year is expected to be 2,600,000 metric tons. 

“The new tightening measures provide that the guaranteed price of $2.64 a 
bushel would be paid only for wheat of a specific weight of 58.3 pounds per bushel 
and meeting specified minimum moisture and breadmaking quality standards. 
Wheat which fails to qualify would be classified as feed wheat and not eligible 
for the guaranteed price. 

“The maximum total quantity of wheat which can be marketed at the guaran- 
teed price has been fixed at 6.8 million tons for any one crop. Farmers will be 
paid the guaranteed price only for the portion of their deliveries that is eligible 
for the guaranteed price. For the remainder, they will get by June 1, 1956, 
a price equal to the average weighted price of wheat sold between August 1, 1955, 
and May 1, 1956, for export and for livestock feed.” 

In the same issue, the IFAP News reported with respect to developments in 
other countries, and the language below is quoted from this article: 

“Chile appears to have set a new high in wheat prices by establishing the 
average ceiling price for producer deliveries of new (1954-55) crop wheat at the 
equivalent of $4.50 (United States) per bushel. 

“The new price, 52 percent above the past season’s rate, was based on a study 
of production costs by the Ministry of Agriculture. The new price, however, is 
considerably below what had been recommended by the Chilean Wheat Producers 
Association ; it had asked for the equivalent of $6.18 (United States) per bushel. 

“Uruguay has announced the producer price for wheat in 1954-55 will be the 
same as last season : the equivalent of US$2.96 per bushel. 

“New Zealand also is keeping last season’s price for the 1954-55 crop. Farmers 
will get the equivalent of $1.59 a bushel. 

“Grain farmers in the United Kingdom will continue to receive deficiency 
payments for the 1955-56 crop. It has been announced in Parliament the British 
cereal deficiency payments scheme will be continued into the 1955—56 season. 
Under the scheme farmers sell their grain for free market prices and later 
receive direct payment from the Government for the difference between the sale 
price and the officially fixed cost of production or parity price calculated each 
year. In the first accounting period, the British farmers got about US$0.69 
a bushel deficiency payment.” 

Earl Corey, a United States Department of Agriculture official, after an exten- 
sive tour of Europe reported some months ago support prices in Switzerland of 
$4.18, in Austria of $2.63, and in Italy of $3.07. Only the Netherlands at $1.86 
and Syria at $1.54, along with New Zealand, appear to have supports which are 
below our supports. 

In Canada where grajn is marketed under a governmental pool or monopoly, 
with an initial payment and two subsequent pool settlement figures, the total 
realized averages less than in this country, but Canada has undertaken no pro- 
duction control program. The $1.44 a bushel for Canada, referred to earlier, 
is simply its initial payment for wheat. 

Several conclusions may be drawn from the trend toward higher support 
prices in these importing countries, shown in more detail in exhibit A, attached, 
& preliminary table developed by the United States Department of Agriculture. 

One may well be that lower tariffs in this country on goods which those na- 
tions can best produce might assist them in obtaining the purchasing power to 
buy more wheat, cotton, and other surplus farm commodities here. Industries 
that supply United States farmers with petroleum, machinery, tools, fertilizer, 
and other goods could be expected to oppose a reduction of their tariff protection. 

Another conclusion may well be that, in negotiating a new International Wheat 
Agreement to succeed the present arrangement which is to expire in the summer 
of 1956, United States negotiators be directed to stress more strongly the con- 
tribution which all countries should make toward keeping the world surplus of 
wheat from becoming excessive, by practicing restraints so far as stimulating 
their domestic production of wheat is concerned. Consideration might be given 
to limiting the financial help and other assistance our Government has been 
and is providing in stimulating production of the commodities we have in surplus. 

The pattern of excessive stimulation of home production of wheat in wheat- 
deficit areas where land resources might be more wisely devoted to more intensive 
crops, contributed to the sharp decline in world wheat trade during the great 
depression and may be more significant than generally realized as adversely 
affecting world prosperity in future years. 
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It is unfair for this country to occupy indefinitely the position of a residual 
supplier of bread grains, prepared at all times to meet deficits when a world 
crisis arises, and to make the only serious effort to keep world supplies in balance 
with demand. 

In the authority contained in the 1954 Farm Act to establish a United States 
stockpile of wheat of from 400 million to 500 million bushels, we have supplied 
to the world a degree of security with respect to future world wheat supply with- 
out any recognition, so far as I have been able to establish, by those countries 
which benefit from this policy. 

Certainly, the wheat producers of this country are not benefiting from this 
policy. So long asa stockpile of this size remains, wheat prices will be depressed, 
will be effectively prevented from reaching parity levels even though that is the 
stated objective of congressional legislation for a period of many years. It may 
be desirable as general United States public defense policy but, aside from storage 
costs, the farmer is bearing the chief burden of these stockpiles. 

There are those who argue that United States grain standards should be 
changed. There is always room for imprevement. Administration of the Federal! 
Grain Standards Act can and should be improved. Changes in grades—in effect 
simply changing numbers—will not in itself stimulate exports, particularly in 
view of the record that demonstrates that low prices rather than quality obtain 
chief procurement emphasis in most importing countries. They know our grades 
and can always buy on sample. 

Some of these countries, in fact, make a profit on wheat imported from this 
country at the lowest possible price, which is then distributed internally in those 
countries at prices equivalent to the high, internal support price. This process, 
known as “skimming” in West Germany, may well spread. It is employed, too, 
in Japan. 

The fact that this has been done, that it contributes revenue to the national 
budget, has not been lost in the calculations of other countries and represents 
one of the dangers so far as future exports of grain are concerned. The policies 
incorporated in the next International Wheat Agreement should be aimed to 
stamp out this development. 

Practically all of the emphasis in the past in negotiations looking toward 
international wheat agreements has centered about the minimum and maximum 
prices. This was understandable in the first agreement, negotiated when wheat 
was in short supply, and understandable, too, when the second agreement was 
developed in 1953, because a team of new Officials had just come on duty. 

Policies during the next year’s negotiations should be sought to achieve a 
better balance between supply and demand among the signatory countries, at 
least reducing stimulents to uneconomic wheat production in deficit countries, 
and in using wheat imports as a budget-balancing device. 


PUBLIC LAW 480 


Obviously, the administration of Public Law 480 has suffered from too many 
cooks. It is as simple as that. 

The responsibility and authority of the Secretary of Agriculture needs to be 
strengthened substantially. ‘Specific official responsibility, at a level lower than 
the President who cannot be expected to devote much time to farm exports, 
should be assigned by Congress. The Executive Branch is neither aggressive 
nor responsive in carrying out congressional mandates through the committee 
system which encourages buck-passing. 

We believe that authority to proceed under title I should be increased from 
the present figure of $700 million to $1.5 to $2 billion. Every dollar spent in 
this area will be well spent, so far as this Nation is concerned. 

In connection with the passage of Public Law 4890, there was adopted, I believe. 
section 416 which limits the authority of the Department of Agriculture to process 
commodities incident to the distribution of surplus commodities. It is my 
understanding that neither wheat nor flour, nor other grain or grain products, 
out of Government stocks are distributed under these programs because normally 
grains are desired in at least partially processed form. The school lunch and 
other direct domestic distribution programs conld use a great deal of flour of 
various kinds, and assistance in that regard could be provided by an appropriate 
amendment. Similarly, an amendment is needed to make raw materia’s like 
wheat, corn, and other grains specifically available to CARE and-siuilar 
organizations. 

Agreements under Public Law 480 have been for 1-year periods. Longer term 
agreements could be helpful. 
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An opportunity exists for the negotiation of agreements between this and 
wheat-deficit countries, bilateral arrangements negotiated in terms of mutual 
self-interest, to guarantee to supply fixed annual quantities of wheat and other 
commodities in long supply, supplementing the International Wheat Agreement 
quotas in the case of wheat, on a fixed price formula basis, covering a period 
of 3, 4, and 5 vears. 

This would have the effect of increasing our shipments and eliminating the 
insecurity or fear that often lies at the base of high internal price-support 
programs in many countries. These nations tend to make plans for years well 
ahead, and fear the consequences of a sudden change in United States policy. 
In addition to current requests, they could be encouraged to build a strong stock 
position from our surplus which would alleviate fears of being caught short 
in time of emergency—a real and understandable fear of a small country that 
could be caught in the crossfire of a new international crisis. 

Above all, we should proceed resolutely, and assume more leadership, in 
seeking to avoid repetition of the depression pattern of self-sufficiency. That 
led to an unmanageable world surplus, paralyzing world trade in grain with no 
commensurate advantage to importing or exporting nations. 


Exursitr A 


Wheat price support programs in international wheat agreement and certain 
other countries 


IMPORTERS 





1954-55 support price 


| | Comments 
Equivalent | 
per bushel 


Dollar 

2 63 Fixes price, Ee bushel of 60.6 pounds, de- 
livered collection points. 

2. 56 eens , average quality, deliver- 

to mil Th © 1955-56 price will be 


$2. 
Price supported but level and exact method 
Fixed aah average quality, delivered 


ports. 
Insignificant production. No price support 
for wheat. Guaranteed price other grains. 


Insignificant production. No price sup- 


port. 
Insignificant production. No price sup- 
port for wheat. Corn price is supported. 
No price support as such. 
Insignificant production. No price sup- 


vernment fostered grower-miller price 
le at high level. Level un- 


purchase price. Free market 
price is somewhat lower. 

t production. No price sup- 

- : ‘a wes for wheat. Corn price is supported. 

420-436 marks per metric | 2.72 verage guaranteed price range, average 

ton. sen delivered at market ot paints 

3.4drachmas per oka | teed price, delivered Peden 


ts. 
...-| 6quetzales per quintal 5 Minimam price for producer sales to 


millers. 
Insignificant production. No price support. 
ficant ction. N ice support 
eke and rice oriee eetamhes. 
production. No price support. 


Aicekbbikarnthiek stannous ake benanstine t uction. N. a ieee as. 
. Insignificant prod ° 


Fixed price, 60-63 
pilvered to mills. 


to ct pols, bat kv an kevel unkno — 


Price, average quality, mown. col- 
points. 


See final page for footnotes. 
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Wheat price support programs in international wheat agreement and certain 
other countries—Continued 


IMPORTERS—Continued 


1954-55 support price 


Comments 
Equivalent 


In focal units per bushel 


Has support price but level and method 
unknown. 
ne ke .---.-.--| No price supports as such. 
LI Whether or not price is supported is not 
known. 
Liberia . ..- as Insignificant production. No price support. 
Mexico “91. 30 pesos per quintal_. ; Guaranteed price, average quality, de- 
} livered collection points. 
Netherlands. - . ..- ili akg Sialic aie odieipineers | 1.86 | Fixed price, average quality, delivered col- 
lection points. In 1955-56 the rrice will 
be $1.79. 
lls. 6d. per bushel 1. 59 | Fixed price, average quality, free on rail 
stations. : 
Norway 90 dre per om. 3.43 | Fixed price, average quality. 
Panama.._......-. ae hin _.-e.--|.-.---------| Insignificant production. No price sup- 
| port for wheat. Rice price fixed. 
Peru _.-.-.----+| 1.28 soles per kilogram__.- 1.93 | Approximate current price resulting from 
| compulsory utilization and Government 
| | _ controls over flour trade and price. 
Philippines pidoigiiijnd bedeknonsceceveedissepnweccscn! SE SROGNG.. 260 —telp Sp 
| port. 
Portugal 300 escudos per quintal.__- Fixed price, average quality 
3 402 pesetas per quintal____ Fixed price, 1st class (Hard) wheat, deliv- 
| ered collection points. 
Switzerland 66.00 francs per quintal__- ; Fixed price, type Il, delivered collection 
| _ centers. 
South Africa 5 Fixed price for Bl grade of 1953-54 crop 
assumed to remain unchanged this year, 
United Kingdom ¢__ . 9d. .30 | Average fixed price, average quality, 
| delivered to markets. Price for the 1955- 
|  &6 crop will be $2.23. 
| Insignificant production. No price sup- 





Fs port. 
2.16 | Fixed price, precontracting delivery sys- 
tem. 





EXPORTERS 


2.24 | National guaranteed ae average, 
average quality, farm basis ($1.99 for 
1955-56). 

1.40 | Guaranteed minimum for No. 1 Northern 
in store Fort William-Port Arthur, or 
Vancouver. 

12s. 7d. per bushel__..-..._| 1. Guaranteed minimum for FAO, free on 


rail ports. 

France_.............| 3,400 franes per quintal___- Fixed price, average quality, delivered 
collection points. 
50 pesos per quintal_.____- Fixed price, No. oe or better, basis 
free on rail 
-------.| 25.6 kurus per kilogram. - -| 2. Fixed price, for Satins white type, aver- 

| age grade, delivered collection points. 
16.50 pesos per quintal__._. Fixed price, average quelity, basis de- 
livered Montevideo. 
44.75 krona per quintal ____| ; Guaranteed price, April 1, 1955, average 





quality 
3,400 francs per quintal___- Fixed orice, average quality, delivered col- 
| lection points. In —- very liberal 
miums are offered due farmer pressure. 
hmm price, al quality, delivered col- 
on 

Fixed ice, e iniient quality, delivered 
State silos. However, net price to 
farmer (after taxes and premiums) higher 

than France but lower than Algeria. 


complicated exchange controls and praciices to convert the current market 
a homegro uct to its equivalent in United States currency 
ture recently stated that 10 Rupees per pine ($1.52 
ushel) has been designated by the GOI as a reasonable level producer price for wheat. He stated f 
fae the GOI will stand tee ase wheat from ucers at this level at designated market points 
a ponte this lect a guaranteed minimum support price for wheat producers. 
country. 
‘ While TWA signatory as an importer, Sweden was a net exporter in 1954-55 and thus far in 1955-56. 
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Senator Youne. You have an excellent statement with a lot of good 
sense in it. 

Mr. Henpricxson. Thank you very much. 

Senator Eastrianp. I certainly a. 


gree. 
That is all, then. We will adjourn now until Monday morning at 
10 o’clock. 


(The hearing adjourned at 2:55 p. m., to resume at 10 a. m., Mon- 
day, March 27, 1955.) 
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MONDAY, MARCH 28, 1955 


Untrrep States SENATE, 
SuscomMiTree on Disposat or AGRICULTURAL SURPLUSES, 
Senate AGRICULTURE AND Forestry COMMITTEE, 
Washington, D. C. 

The subcommittee met at 10:25 a. m., pursuant to adjournment, in 
room 324, Senate Office Building, Washington, D. C., Senator James 
QO. Eastland, presiding. 

Present: Senators James O. Eastland (presiding), Scott, Young, 
and Schoeppel. _ 

Also present: Sam Thompson, adviser to the committee. 

Senator Eastianp. The subcommittee will be in order. Mr. Healy 
is our first witness. Will you please identify yourself, Mr. Healy. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. Hearty. My name is Patrick B. Healy. I am the assistant secre- 
tary of the National Milk Producers Federation with office at 1731 
Bye Street NW., Washington, D. C. 

The National Milk Producers Federation is a national farm or- 
ganization. It represents nearly half a million dairy farm families 
and some 700 dairy menintn which they own and operate. 

In terms of vol about one-fifth of the milk sold Soon farms in the 
United States is marketed through these cooperatives. They process 
and market practically every form of dairy product produced in this 
country. 

The. federation represents solely the viewpoint of dairy farmers. 
Our bylaws require that at least 75 percent of our board of directors 
be active dairy farmers, the remainder being officials of farmer-con- 
trolled cooperatives. 

The annual membership meetings of the federation are attended by 
dairy farmer leaders from all sections of the United States. At these 
meetings national issues affecting dairy farmers are considered, and 
resolutions are adopted reflecting the aggregate views of the dairymen. 

Our purpose in appearing before this committee is to present for 
the information and consideration of Congress the views and desires 
of dairy farmers as expressed in these resolutions. Specifically, my 
testimony concerns methods of milk utilization in domestic 
and foreign channels which will reduce the stocks of dairy products 
now held by the Commodity Credit Corporation. We are interested 
in the disposal of these stocks because, as long as the Commodity 
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Credit Corporation holds any butter, milk powder, or cheese, the 
price of farm milk is held down to support levels which are considered 
to be the minimum at which milk can be produced. 

Senator East.anp. Do you have a list of those stocks, a statement of 
them ? 

Mr. Heany. Yes, sir. The last inventory which we have record of 
from the Department lists 160 million pounds of butter, 335 million 
pounds of cheese, and 66 million pounds of milk powder. 

Senator EastLanp. What is their value? I mean, how much has 
the Government got in them? What is the Government’s investment 
in them ? 

Mr. Hearty. The Government’s investment in these stocks? Abont 
300 million. 

Senator ScHorrrge.. That is overall? 

Mr. Heaty. Yes, sir. 

Senator Easttanp. What is their value on the market? What do 
you estimate that to be? 

Mr. Heaty. Well, that is about their value on the market, you see, 
since there is a surplus, and since CCC is buying this surplus at 
set prices, the domestic commercial market is no more than CCC’s 
paying price. 

We believe that the day the Commodity Credit Corporation sells 
its last pound of butter, last pound of powdered milk, and last pound 
of cheese, the Nation’s dairy farmers—through their cooperatives— 
can bargain for a fair and profit-returning price for their milk in a 
free market. The stocks which Commodity Credit Corporation now 
holds amount to about 7 percent of 1 year’s milk production. It is 


this 7 percent of the milk that today sets the price for which dairy 
farmers all over the United States must sell their milk. 

There have been many plans presented to the Department of Agri- 
culture and to the Congress under which CCC stocks of dairy products 
could be utilized in both domestic and crete henge t is our 

e 


opinion that not one of these plans can be made broad enough to pro- 
vide for the total utilization of our current 'surplus stocks. Not one 
of them can or should be relied upon to provide the sole outlet for 
these commodities. But it is imperative that some effective combina- 
tion of these plans be utilized with increased intensity. 

About 1 year ago the then Assistant Secretary of Agriculture, 
John H. Davis, appeared before the House Agriculture Committee 
to discuss the subject of CCC stock utilization. 

During his testimony he set forth a group of principles which the 
Department believed should govern the foreign Saenesal of our agri- 
ee surpluses during the next few years. These principles in- 
cluded : 

(1) The use of agricultural surpluses to maintain economic prog- 
ress and encourage economic development and to promote strength 
in friendly foreign nations. 

(2) The disposal of utilization of $1 billion worth of agricultural 
surplus commodities within 3 fiscal years. 

(3) Authorization for the President to use up to $100 million of 
surplus commodities abroad regardless of the friendlessness of the 
government to the country to which they were sent. 
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(4) The use of surplus commodities as compensation to exporters 
who have moved private stocks of the same commodities into foreign 
trade. 

(5) The sale of agricultural surplus to friendly nations for for- 
eign currencies. 

(6). The use of private channels of trade in both sales and grants. 

(7) The use of relief agencies at the discretion of the President to 
handle distribution overseas. 

(8) Sales under these programs at prices which would not disrupt 
foreign markets. 

(9) Prohibition against the use of these programs to substitute or 
displace usual marketings of the United States and friendly countries. 

(10) The use of CCC funds to facilitate the operation of these 
programs. 

(11) Use of rey aaa proceeds which accrue from these sur- 
plus-products sales for specifically enumerated purposes. 

As you know, many of the principles outlined by Mr. Davis have 
been put into operation since his testimony. The additional authori- 
zation for the use of CCC funds provided additional foreign welfare 
outlets. The passage of Public Law 480 provided for the sale of 
agricultural surpluses for foreign currencies. The Department of 
Agriculture is exploring other possible foreign and domestic outlets. 

The National Milk Producers Federation has before and here again 
today unqualifiedly endorsed these principles and recommends their 
application as soon as possible where they have not as yet been applied 
and their intensification where they have been applied. It is our 
belief, however, that principle No. 3, which proposes use of $100 mil- 
lion of agricultural surpluses in other than friendly nations should 
not be applied until consumers in the United States have had these 
commodities offered for their use. 

Senator ScHorpreL. May I ask right there, at what price you sug- 
gest they be offered ? 

Mr. Heaty. Well, we do not know, Senator. The Department of 
Agriculture has set forth some export-sales prices. The domestic 
price on butter, for instance, is 5744 cents. They set up an export- 
sales price of 41 cents and have not moved substantial quantities of 
butter. They have moved a car now and again over a period of 
almost a year now. It has amounted to about 2 million pounds. They 
tried putting 10 million pounds on a bid basis and moved very, very 
little butter and probably no butter that would not have been sold 
anyway at the 41-cent export price. The problem there is that the 
mechanics which have been established for the operation of these 
foreign-sales programs are such that a man cannot go to a purchaser 
in a foreign nation and negotiate for the sale at a price. He must 
first either buy the butter and then try to sell it for that price, or 
attempt to negotiate the sale at some price that he thinks he can get 
the butter for. If possible, somebody either in the Government or 
out of the Government, or a combination of the two types of persons 
should be authorized to go abroad and negotiate for sales; perhaps 
we could make more of them. 

Senator Scnorpret. I asked you that question because right there 
is the conflict with coming production we expect to get rid of-in do- 
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mestic consumption. We have to figure it in terms of price because 
here we have a deteriorating product that is being held in storage. 
You are following this very closely, of course. That is the reason 
| was wondering what your personal judgment is on what price should 
be considered, domestically speaking? Maybe you have not, as an 
organization, taken any particular position on it, but I think it is 
important for us to know what objective we should drive toward as 
to the price. 

Mr. Heary. Well, I was just about to get into this domestic dis- 
posal part of the thing here. 

Senator ScrorrreL. What we are talking about now is this 100 
million of agricultural surplus, under this one particular phase, that 
you say ought to be offered domestically first 

Mr. Hearty. Yes. That is what comes next here in my statement, 
but I can brief it for you. Several years ago the National Milk 
Producers Federation participated in the development of a program 
for domestic distribution of butter. It became known as the average 
or blend price plan under which an amount of butter in some proportion 
to the amount commercial distributors ordinarily sell here be sold to 
those distributors at a substantially reduced price, and the price that 
the distributor would have to pay on the market for his commercial 
butter and the price that he had to pay for CCC butter would be 
blended or averaged and the butter sold under his brand label at 
this average price. When we originally proposed the plan we sug- 
gested that 1 pound of CCC butter be sold for 10 cents a pound, that 
price of 10 cents to be blended or averaged with 3 pounds purchased 
at the 5714 cents commercial wholesale carlot price, which would allow 


butter to be sold from retail stores at about 56 or 57 cents, still allowi 
for the ten to eleven cents processing and distribution cost and we had 
thought at that time that that would be a good place to start. 
Senator Eastianp. What does margarine cost a pound retail ¢ 
Mr. Hearty. About 25 or 30 cents. 
We do not ever hope or want to on with margarine pricewise 
e ex 


because we are taking here the valuab pensive part of milk, the 
butterfat, and attempting to compete pricewise with a by-product 
of my shirt, and there is no hope nor do we ever attempt or want to 
attempt to compete pricewise with margarine. We cannot doit. We 
must and want to compete on the basis of taste and quality and we 
think we have the edge there. Now this plan that I was telling 
you about has some advantage in that if 56 or 57 cents will not move 
butter off the retail shelves, the ratio of CCC sales to the distributors 
can be increased or decreased or the price of the CCC butter can be 
changed, to move the retail price up or down as proven necessary. 

Senator ScHorrren. In diker words, your theory is we are going 
to have to take a loss on it somewhere down the line; we had better 
take a loss on it through that method ¢ 

Mr. Heaty. That is correct and of course that method returns it 
to the people who paid for it. 

Senator ScHorrreL. Do you advocate the stamp plan that was 
advocated sometime back? 

Mr. Hearty. Well, we do here later in this testimony. 

Senator ScHorrre.. All right. 
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Mr. Hearty. Here I would like to add to this statement a comment 
regarding the distribution of surplus butter to consumers in the 
United States. On November 17, 1953 the 22 members of the United 
States Department of Agriculture Dairy Task Force which repre- 
sented all segments of the American dairy enterprise had recommended 
two domestic consumer disposal programs for study. The first was 
the average or blend price plan. The other was the wash sale plan, 
which did not contemplate actual delivery of butter. The task a 
recommended that these two plans be studied to determine which coul 
be operated within the framework of existing legislation. 

The group further recommended that the plan which proved legal 
be put into operation immediately. The Solicitor of the Department 
of Agriculture determined that the wash sale — could not be oper- 
ated under legislation existing at that time and that the average price 
plan was the only ~<a plan proposed. Oat 

It might be noted here that recent legislation makes no change 
regarding these plans. 

The task group then recommended the average price plan be put 
into effect Sonim aieadly. The National Milk Producers Federation 
developed its version of this average price plan and has attempted to 
have it put into operation. 

The federation has further endorsed the use of CCC funds for the 
school milk program which is currently in operation all over the 
United States. We believe that the method employed for the welfare 
utilization of surplus stocks is effective—because it not only provides 
for dairy utilization, but it puts milk where it can do the greatest 
good nutritionally. We also believe that the domestic distribution of 
surplus dairy products into the school lunch programs and into relief 
feeding programs in this country can be intensified because here again 
these programs distribute substantial quantities of Nature’s most 
nearly perfect food to the young and destitute in this country. 

We have one further suggested program which should be applied 
and which can substantially reduce current CCC dairy holdings. We 
believe that there should be instituted a food-allotment program un- 
der which the low-income groups in this country could have made 
available to them quantities of milk and dairy products with which 
they could raise the nutritional level of their diet. 

Senator ScHorrret. Do you recommend that if you got the surplus 
reduced as you indicated on page 3? 

Mr. Huaty. Yes, 

__ Senator Scnorrret. Well, now, if the Government had no surplus, 
if you had your surplus worked off, then you would have to work it 
out from the standpoint of the Government going into the market 
and pursbering Se that program, would you not? 

Mr. Heary. That is correct, and then of course it would be some- 
thing that we might want to take another look at. But I can see that 
even if there were no surpluses, this Congress has provided funds for 
the feeding of the destitute and the young through the lunch pro- 
grams and the section 32 authorizations, that could be catanee 
_ Senator ScHorrrer. Would you rather see that on a national level, 
if the situation developed to a point where you had no surplus, or on 
a State level ? 


60149—55—pt. 2—-23 
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Mr. Heaty. I think that food distribution—people in the Depart- 
ment of Agriculture have gained considerable knowledge in the dis- 
tribution of surplus food that could be put to good use should such 
a combination of circumstances ever happen. I think on the national 
level would be better. 

The National Milk Producers Federation has developed a plan 
under which the dairy farmers of this country would operate their 
own dairy stabilization and price-support program. This plan has 
been introduced in both Houses of the Congress as H. R. 2686 in the 
House and as §. 930 in the Senate. 

One of the features of the self-help plan is that it provides the 
mechanism for the more expert management of dairy surpluses which 
may develop. The Stabilization Board of dairy farmers which would 
be established by the self-help plan and which would operate any 
programs of surplus disposal would be able to dispose of agricultural 
surpluses bought and paid for with their own money without the 
restrictions inherent in the operation of such a program by Govern- 
ment officials who are spending tax dollars. 

It is our belief that the solthenn which now faces the CCC in dis- 


posing of its stocks of dairy products points up clearly the need for a 
farmer-operated and farmer-financed program of dairy stabilization 
and price support. 

As we stated earlier in this testimony, we believe that no one plan 
can be relied upon to remove the substantial quantities of dairy 
products held by the CCC. Each of the systems under which distri- 
bution is now being made should be intensified to the greatest possible 


extent. If this is done, certainly substantial quantities of dairy 
products can be mene from CCC stocks, thereby hastening the 
day when dairy farmers of this country again can bargain for a 
profit-returning price for their milk in a free market. 

Senator Scorr. Mr. Chairman, I think it would be well if one of 
those who are going to testify this morning would bring out just how 
the dairy sresiueer, that is, the individual man combined with the 
plant he distributés through, and other factors have stepped up the 
advertising of milk products. There has been an enormous ste BS 
I do not know what the figures are that they put into a national ad- 
vertising program. I know we contribute for the local advertising 
in the markets where we sell our milk locally and then we contribute 
to a State fund for State advertising and then there is also a setup as 
to how much goes to the national program. There has been an enor- 
mous step-up in the last 3 years. I think you should have that brought 
out by someone who can bring it out here. : 

Mr. Heaty. I have some little knowledge of it. There is a national 
organization which advertises for the dairy farmer. This year their 
budget ones 8 » about Ao million. In addition to this, cy a7 
farmers, eir cooperative associations, spend quite a 
large sum 0 neney or advertising. We have canvassed our own 
members which represent about 25 percent of the dairy farmers of 
the country. They spend in addition to their national advertising 
programs and their national educational research programs, about 
another $5 million. It must be that there is spent each year by the 
dairy farmers for advertising about $20 million. That is a guess, but 
the two $5 million figures we know for certain. 
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Senator Scorr. And those that are not in cooperatives, they are 
making a local contribution, aren’t they ¢ 

Mr. ty. They make a contribution to the national advertising 
program. I do not see how they could advertise as individuals. I 
think most of the local dairy farmers’ advertising must be done through 
cooperatives. 

Senator Easttanp. Most of it, but there is a lot of advertising done 
by individual firms. 

“Mr. Heaty. Yes. 
Senator ScHorpret. I have no further questions. 
Senator Eastianp. Mr. Reed is our next witness. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE 
OF THE JOINT COMMITTEE OF THE NATIONAL CREAMERIES 
ASSOCIATION AND THE AMERICAN BUTTER INSTITUTE 


Mr. Reep. Mr. Chairman and members of the committee, my name 
is Otie M. Reed. Iam Washington representative of the joint com- 
mittee of the National Creameries Association and the American 
Butter Institute. The joint committee was created last September 
when the American Butter Institute and the National Creameries As- 
sociation decided to join together in the conduct of the work of these 
two organizations here in Washington. Our offices are at 1107 Nine- 
teenth Street NW., Washington, D. C. 

The headquarters of the association is at St. Paul, Minn. This as- 
sociation is composed of some 950 dairy processing plants located in 
the States of Wisconsin, Minnesota, North and South Dakota, lowa, 
Kansas, and Nebraska. About 85 percent of the membership of the 
association are locally owned and operated cooperative associations. 
These plants serve about 300,000 dairy farmers. 

The American Butter Institute, with headquarters in Chicago, II1., 
is composed of processors, both cooperative and private, with member- 
ship in 43 States. Taken together, these two organizations process 
and distribute most of the creamery butter produced in the United 
States. 

I am pleased to report to the committee that the situation with re- 
gard to surplus dairy products has shown considerable improvement 
since last year. 

As you will recall, stocks of butter, cheese, and nonfat dry milk 
solids acquired by the Commodity Credit Corporation under the price- 
support program reached unprecedented heights during the first half 
of 1954. For example, last July 28, CCC stocks of butter reached a 
peak of 466 million pounds. Cheese stocks reached their peak Sep- 
tember 29 at 436 million pounds, and nonfat stocks of the CCC 
reached their peak April 28 at 599 million pounds. 

Stocks are still heavy, but through a combination of a lower volume 
of purchases in 1954 and to date in 1955, together with a markedly ac- 
celerated program of disposition of CCC stocks, they have been re- 
duced considerably from the astronomical levels achieved in midsum- 
mer of 1954, 

Table 1 shows the purchases and utilization of dairy price support 
commodities from April 1, 1952, through December 31, 1954. During 
these 3 marketing years, 699.9 million pounds of butter, 652.0 million 
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pounds of cheese, and 1,285.1 million pounds of nonfat dry milk solids 
were purchased. Total disposition during the period amounted to 
452.2 million pounds of butter, 317.1 million pounds of cheese, and 
1,193.3 million pounds of nonfat dry milk solids, 

Deducting purchases from dispositions shows an inventory in the 
hands of the Commodity Credit Corporation as of December 31, 1954, 
of 265.7 million pounds of butter, 334.8 million pounds of cheese, and 
91.8 million pounds of nonfat dry milk solids. 

The accelerated disposition for 1954 as compared to 1953 and shown 
in table 2 was brought about quite largely by operations under the 
Apeeetane Act of 1954 and the Foreign Trade and Development Act 
of 1954. 

Indications are that milk production is leveling off and we are se- 
curing some increase in per capita consumption. Tables 3 and 4 show 
the relevant production and consumption statistics. During the first 
2 months of 1955 production has been running 1 or 2 percent below the 
corresponding period a year ago, and butter and cheese production 
are down approximately 10 percent and 15 percent, respectively, from 
the corresponding figures a year ago. 

In view of the foregoing, it would appear that if production does not 
show any marked increase, and we can maintain our current rate of 
consumption and continue to dispose of CCC stocks at the accelerated 
rate obtained during 1954, we should, at the end of this marketing 
year, show a considerable reduction in the volume of surplus dairy 
products held by the Commodity Credit Corporation. It is our judg- 
ment that the programs authorized by the Congress last year, the 
strenuous efforts of the Department of Agriculture to dispose of CCC 
stocks under such programs, taken together with vastly expanded ef- 
forts on the part of the dairy industry to increase sales, are slowly but 
surely working us out of the very serious inventory situation we faced 
in 1954. 

Senator Scnorrren. In your judgment, about how long, if this situa- 
tion develops, would it be before something like a reasonable market 
balance can be expected. 

Mr. Reep. A year to 18 months. 

Senator Eastianp. At what support price? 

Mr. Reep. At the current support levels. 

Senator East.anp. You do not favor increasing them ? 

Mr. Reep. No; we do not until we get this surplus situation worked 

out. 
It is to be realized, however, that this picture can change practically 
overnight. If production should increase 2 or 3 percent without cor- 
responding increases in consumption, we would again have a very 
serious surplus situation facing us, a situation which current programs 
of disposition might not be sufficient to handle. 

In view of this possibility, therefore, we would like for this com- 
mittee to approve the use of a program for the purchase and resale of 
butter and cheese if the situation deteriorates to an extent where this 
is necessary. This prozram would be accomplished by purchasing 
butter and cheese from plants at the price support levels announ 
and immediately reselling such butter and cheese to the plants at a 
lower price—calculated to encourage consumption of the total volume 
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of commodity produced. We feel that this is the only type of program 
that is feasible for moving vast accumulations of surpluses relative 
to available outlets. 

The Agriculture Act of 1954 authorizes the Secretary of Agricul- 

ture— 
to provide price support for dairy products through loans on, or purchases of, 
milk and the products of milk and butterfat, and for the period ending March 31, 
1956, surplus stocks of dairy products owned by the CCC may be disposed of by 
any methods determined necessary by the Secretary. 
As we interpret this language, it permits the Secretary to undertake 
the purchase-resale plan described above if circumstances warrant. 
However, during the debate on the bill last year a number of state- 
ments were made which, if one follows the legislative history, leaves 
uncertain the intent of the Congress. We think that this uncertainty 
should be cleared up by a statement from this committee to the effect 
that the Secretary may institute any type of disposition program 
he considers appropriate as circumstances warrant. 

Senator EastiaNnp. Do you think that a statement from this Agri- 
cultural Committee as to its intent when we approved this bill, you 
mean that if we should make such a statement, the Secretary would 
act on it? 

Mr. Reep. Yes, sir, that he had that authority. 

I wish to emphasize that we are not recommending that the pur- 
chase resale plan of dairy surplus disposition be put into effect at 
this time. e consider such a program one of the last resorts in 
liquidating surpluses that otherwise might go to waste in the hands 
of the Government. Nevertheless, we feel that such authority should 
be available to the Secretary in the event that the situation worsens 
to an extent that would necessitate the implementation of such a pro- 


m. 

I now wish to submit for the consideration of this subcommittee a 
proposal designed to increase markedly the work of the industry in 
expanding the consumption of milk and dairy products through pro- 
motion, research, and health and educational work with consumers. 
This proposal has been es by the National Creameries Asso- 


ciation and the American Butter Institute. 

The major features of the pi. ey are as follows: 

()) It would be the declared policy of Congress to promote a more 
stable balance between demand for and supply of dairy products in 
the United States through an expanded program to (a) promote 
more effective merchandising of milk and dairy products; (6) ex- 
pand the health and education work with consumer groups; (c) 
promote efficiency in marketing and utilization of milk and dairy 
products through an expanded program of marketing research; and 
(d) to provide the means ‘herily airy farmers of the United States 
can finance the program designed to increase consumption of milk 
and butterfat and research in improved marketing and merchandis- 
ing practices through the payment of a “program fee” levied at the 
point of first purchase of milk and butterfat. 

(2) A small program fee would be levied on all milk and butter- 
os sold from farms in the United States at the point of first pur- 
chase. 
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(3) The money collected from this fee would be used to promote 
the sale of milk and dairy products, increase marketing research, and 
increase the health and educational work being carried on by the 
industry at this time. 

Senator Scnorrret. Who would operate this? 

Mr. Rexrp. This would be operated in general by the Secretary 
through the regular business agencies now engaged in the program. 

(4) The Secretary would administer the program with advice 
of a Dairy Advisory Board. The Board would be appointed by the 
President and would be composed of 12 members, who shall be pro- 
ducers of milk or butterfat, except that 6 of the producer members 
of the Board may be officers or employees of cooperative associations 
meeting the requirements of the Capper-Volstead Act (7. U.S. C. 
secs. 291-292) ; 5 members shall be processors of milk and dairy prod- 
ucts other than producers or cooperative associations of producers; 
and 3 members shall be appointed as public members, representing 
the public at large. 

The duties of the Board would be to advise the Secretary as to the 
agencies which he would use in carrying out the promotion, merchan- 
dising, and research activities that would be authorized by the pro- 

osed law, advice as to the suspension or reduction of the program 
ee levied by the proposed law, and advice as to the allocation and 
expenditure of funds collected from the program fee. 

(5) The Secretary would be authorized to allocate the moneys col- 


lected from the progres fee among the programs authorized by the 
prnerenr ay an 


to contract with nongovernmental organizations or 
rms to carry out the programs. 

It is at this point that the important provision of this proposal, 
insofar as it relates to the administration of the proposed bill, becomes 
puperent, The program would be operated through organizations 
which now conduct the industry promotion and merchandising pro- 
gram, as for example the American Dairy Association and the Na- 
tional Dairy Council. It is not intended that the Department of 
Agriculture establish a new division and engage in the detailed opera- 
tion of a promotion, merchandising, and research program. 

(6) The maximum program fee that could be levied pursuant to this 
pee bill is 1 cent per pound of butterfat in cream delivered from 

arm to plants, and 4 cents per hundredweight of milk delivered from 
farms to plants in the form of milk. 

At the maximum fee permissible under the proposed law approxi- 
mately $40 million would I be collected each year for the conduct of the 
programs authorized by the law. 

onerie. in case the Advisory Board and the industry thought 
that a sum such as $40 million could not be used effectively in any given 
year, the Secretary is authorized to suspend the program fee or to 
reduce t SPP + ‘. Seer pry $10 ny 94 ook be 
effectively expen or the purposes of this program reta 
would his the authority oniee this eae to reduce the fee o 
1 cent per hundredweight for milk and one-fourth cent per pound 
of ae at which rates approximately $10 million would be 
collected. 
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This p m is designed to augment, not to replace, the current 
program of the American Dairy Association and the National Dairy 
Council, which is now financed largely by voluntary deductions from 

roducers. Of course, under this proposal it would would not longer 
be necessary to spend significant sums of money securing voluntary 
contributions from farmers, and all farmers would contribute equally. 
Under the voluntary program, of course, some farmers do not choose 
to cooperate, thereby avoiding paying any of the costs. 

Under the recently expanded program of the American Dairy Asso- 
ciation, somewhat over $4 million will be spent this year in promotion 
and merchandising. The available evidence seems to indicate rather 
clearly that the current program is a factor of importance in main- 
taining and in oxpeneng the per capita consumption of milk and 
dairy products, and it is felt that the expansion of the program such 
as would be authorized by this law would permit doing an even more 
effective job. 

It seems to the joint committee that a proposal of this nature is far 
superior than more drastic proposals which have been made, such as 

roposals to control production, set "P a quota system, or tax farmers 

or the very high costs of removing the heavy surpluses that we have 
encountered the last couple of years, particularly when it is recalled 
that the farmers themselves are not nearly as responsible as the Gov- 
ernment for the development of such surpluses. 

It is our considered qodgment that it is practically impossible to con- 
trol production of milk on farms in the United States. Tables 5 and 
6 show the milk cows in the United States classified according to size 
of herd and the sales of milk and cream from each size herd. The 


appalling difficulty of administering a production control or market- 
ing quota system is evident from these figures. About 47 percent of 
the 3,681,627 farms reporting milk cows in 1950 were accounted for by 
1- and 2-cow herds, and these herds on the 1- and 2-cow farms pro- 
duced 10.9 aes of the total production. Almost 8 percent of the 


butterfat sold in the United States came, in 1950, from herds of 2 cows 
or less, and about 1.5 percent of the milk came from such herds. 

I might interpolate a remark here to the effect that in 1934 the dairy 
farmers of the United States were offered a production control bene- 
fit-payment program financed by a processing tax under the original 
Agricultura justment Act. They were extraordinarily divided 
as to whether they wanted the program to such an extent that the pro- 
gram was not made effective. And we have no reason to believe today 
that they would favor production control or marketing quota schemes 
any more than they did in 1934. ' 

The proposal which we are submitting to you visualizes that the 
dairy industry would expand the demand for its products sufficiently 
to eliminate the surpluses. We think such a proposal is much more 
sound than drastic production control aes and continued pro- 
grams of Eacaes our surpluses and giving them away, largely 
abroad. At the least, we think that a proposal of this nature should 
be given an opportunity to demonstrate whether or not it will solve, 
or a lane go a considerable distance toward solving the dairy surplus 
problem. 
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I have attached hereto as appendix A a copy of a proposed bill de- 
signed to provide the legal authority for carrying out the pro, 
described herein. We recommend its acceptance this committee. 

(The tables and exhibit A submitted by Mr. Reed are as follows :) 


TaBLe 1.—Status of dairy price support purchases and utilizations, Apr. 1, 1952, 
through Dec, 31, 1954 


[Pounds] 


Cheddar | Nonfat dr 
Butter | cheese milk solide 


PURCHASES 


1952-53 (Apr. 1, 1952-Mar. 31, 1953) , 75, 236,131 | 210, 410, 097 
1953-64 (Apr. 1, 1953-Mar. 31, 1954) ; 380, 184, 566 | 452,485,208 | 665,871. 918 
1954-55 (Apr. 1, 1954-Dee. 31, 1954) 176, 416, 568 | 124,246,722 | 408. 840' 170 


699, 949, 316 | 651, 968, 061 


122, 745, 838 
34, 236, 449° 
57, 981, 304 


Commercial ex: sales 
Noncommercial export sales ! 
U. 8. Army transfers 


Other 2 
317, 138, 987 | 1, 193, 313, 698 


91, 808, 496 


REPORT ON LOAN PROGRAM FOR WHEY PRODUCTS AND DRY BUTTERMILK 
THROUGH DEC, 31, 1954 


Total loan in 
dollars 


Dry 

Condensed leone in packages 

Condensed whey in tanks 
buttermilk 


1 Butter converted to butter oil for foreign welfare use. 

2 Other uses include butter salvage sale, cocoa butter extender sales, wate sales and donations to the 
Veterans’ Administration, donations of dry m milk for research, and butter sold for liquid =— recombining, 

§ Includes 40,600,632 pounds of dry whey taken over by COO « of which 14,862,300 pounds have been sold 
for commercial export, leaving 25,738,332 pounds in inventory. 


Source: Reports of the Commodity Credit Corporation. 
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TaBLe 2.—Purchases and utilization of dairy products by COCO during 1953 
and 1954 


[In millions of pounds] 


Cheese Nonfat dry milk 


1953 | 1954 | 1958 | 1954 


BES 


SESE 


nN 


eS. -™» 


mem -« 
re phen SPosBs 


geen SBSENa5 0 
IBSASSSSSSS 
~~ Ooh ONO 

FeRpPaSSne sas 


_ 
} 
| 


Ci) Ono orNDBeONUIONW 
w | SCUNCONOMSe OWON*! 


2 
. 
2 
a> 
& 
n 


| O| Caemwamrraee 


S 





\ 





UTILIZATION 


Commercial domestic sales 
Animal and mixed feed sales 
Sec. 32 outlets 
Sec. 416 donations: 

Do 


Fore 


uw 


SE pee 





- 


-— 
rp 


316.4 | 37.5 T 278.7 
265.7} 255.2 | 334.8 











3 Other includes butter sold for salvage, for extending cocoa butter, for liquid milk recombining, transferred 
to the Veterans’ Administration, and donation of nonfat dry milk for research use. 


Source: Reports of the Commodity Credit Corporation. 
Taste 3.—Milk cows and milk production on farms, United States, 1940-54 


Production per milk | Total milk production 
cow on farms! 


Butterfat 


2 ears 


NESERIRS 


snsinaeniianntel 
SE328 


s 
¥PSNZ2 
PEPALALAAP PP Pe 


858 


1 Excludes milk sucked by calves and milk produced by cows not on farms. 
? Preliminary. 


Source: Reports of the Agricultural Marketing Service, USDA. 
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Taste 4—Per capita consumption of major dairy products and oleomargarine, 
average 1935-39, and annual, 1943-54 


[Pounds] 


Fluid milk 
d 


—— 


SEeEeSeSCoocerocer: 

PAN MD Om » ow So gepe 
SOBAS+A1ISCOBOOBOHH 
NANNNNPS SSS 
APAHKANWDWArMwon 
> > > 1 CO CO D0 BO OO DO 
COR Sn enrmwonou--o 


CSCOGQADsLor 


 Searees U. 8. Department of Agriculture, Agricultural Marketing Service, the Dairy Situation, Octo- 
r \ 


Taste 5.—Number of farms reporting milk cows and number of milk cows, by 
size of herd, United States, 1950 


Milk cows, 1950 Percentage of total 


Size of herd 
Farms re- | Number of | Farms re- | Number of 
milk cows 


S2S8RR 
Esss 


#8 
SEez8s 


eeRRaBoooe|S 


49 milk cows 
ilk cows and over 


= 
- 
Soocneenooei © 


1, 
1, 
1, 
2, 
4, 
3, 
2, 
2, 
1, 
1, 


to 
to 
to 
m: 


E 


Source: Bureau of the Cen$us, U. 8. Department of Commerce. 


Taste 6.—Sales of milk and butterfat in cream sold from farms, in the United 
States, by size of herd, 1950 


— 


eskFBe 

BESSBRSE 
BEBSNE © 
COW rarDa 
_ pe SBE ap 
NOa@menwrK- 


1 Does not add to 100 percent because of deletion of item represented by sales from farms previous year 
which had no cows at time of Census tabulation. 


Source: Bureau of the Census, U. 8. Department of Commerce. 
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Appenpix A 


A PRODUCER-FIN ANCED PROGRAM FOR THE EXPANSION OF CONSUMPTION OF MILK AND 
DAIRY PRODUCTS IN THE UNITED STATES 


To provide revenue for the continuous conduct of a nationwide program for the 
* ee os consumption of milk and dairy products; to improve the Reaith and welli- 
telne of the population ; to promote an expanded program of research in dairy marketing ; 


and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
in Congress assembled: 

Section 1. This Act may be cited as the Dairy Promotion, Marketing and Re- 
search Act of 1955. 

Sec. 2. LEGISLATIVE FrnpINc.—Milk and dairy products represent one of the 
mosi important sources of foods needed for a highly nutritious diet for the people 
of the United States. At present, the people of the United States are lagging far 
behind the people of some other nations in their consumption per capita of milk 
and dairy products. It is in the national interest that farms of this country pro- 
duce milk and dairy products in sufficient volume for the population to have 
available adequate supplies of milk and dairy products, and to aid in developing 
a pattern of use of agricultural resources designed to maintain the soil resources 
of the country. It is equally in the national interest that consumers have avail- 
able full information as to the benefits to health and well-being to be derived 
from increased consumption of milk and dairy products, and that there 
be undertaken an expanded program of market research which will aid in im- 
proving quality of milk and dairy products and in making more efficient the sys- 
tem of processing and delivering milk and dairy products from farms and plants 
to consumers. 

Sec. 3. DecLaARATION oF Poiticy.—It is hereby declared to be the policy of the 
Congress to promote a more stable balance between supply of and demand for 
dairy products in the United States through an expanded program designed to 
(a) promote more effective merchandising of milk and dairy products, (b) ex- 
pand the health and education work with consumer groups, (c) promote efficiency 
in marketing and utilization of milk and dairy products through an expanded 
program of marketing research, and (d) to provide the means whereby dairy 
farmers of the United States can finance the program designed to increase con- 
sumption of milk and butterfat, and research in improved marketing and mer- 
chandising practices through the payment of a program fee levied at the point 
of first purchase of milk and butterfat. 

Sec. 4. DeFINrITIONS.— 

(a) “Program fee” means the excise tax levied on the sale of milk and butter- 
Se eee at the point of first purchase to finance the programs authorized 

y this Act. 

(b) “Milk,” “butterfat,” and “dairy products” mean niilk, butterfat, and all 
products of milk and butterfat commercially produced and marketed in the 
United States. 

(c) The term “Secretary” means the Secretary of Agriculture, and the term 
“Department” means the United States Department of Agriculture. 

(d) The term “person” means any individual, partnership, corporation, asso- 
ciation, or any other business entity duly organized and operating under the laws 
of oy bo ae oe ne apets States and Territories. 

e) producer”, or “producer” means an rson engaged in - 
duction of milk or butterfat for sale. rr t* ee 

(f) The term “Board” means the Dairy Advisory Board. 

Sec. 5. Darry Apvisory Boarp—-There is hereby established a Dairy Advisory 
Board consisting of twenty members, to be appointed by the President. Twelve 
members of the Board shall be producers of milk or butterfat except that six 
of the producer members of the Board may be officers or employees of cooper- 
ative associations meeting the requirements of the Capper-Volstead Act (7 
U. 8. C. sections 291-292) ; five members shall be processors of milk and dairy 
products other than producers or cooperative associations of producers; and 
three members shall be appointed as public members representing the public 
at large: Provided, however, That no person shall have more than one repre- 
sentative on the Board. The Secretary, or his designated representative, shall 
be an ex-officio member of the Board. In appointing the producer and proces- 
sor members of the Board, the President shall— . 
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(a) endeavor to secure appropriate regional representation from the 
several important dairy regions of the United States. 

(b) endeavor to secure appropriate representation of the several major 
products produced from milk and butterfat, including but not limited to, 
fluid milk, butter, cheese, dry milk solids, frozen products and condensed and 
evaporated milk products. 

Sec. 6. TerMs oy Boarp MemBers—Terms of Board members shall be two 
calendar years, and members may be reappointed for only one additional two- 
year term at the discretion of the President. 

Sec. 7. The Board shall meet at the call of the Secretary, or upon call of the 
Chairman, Each Board member shall be entitled to receive a per diem of 
$50 for each day’s attendance at Board meetings and while traveling to and 
from such meetings, and travel, subsistence, and other expenses as incurred 
in discharging their duties as directed by the Board. 

Sec. 8. Duties or THE BoarD. The Board shall serve in an advisory capacity 
to the Secretary in the conduct of the Secretary’s duties in administering the 
powers conferred upon him by this Act, including but not limited to the fol- 
lowing: 

(a) Advice as to agencies with which the Secretary may contract in carry- 
s out the promotion, merchandising, and research activities authorized by 
this Act; 

(b) Advice as to the suspension of the program fee levied under this Act; 

(c) Advice as to the allocation and expenditure of funds collected from the 
program fees among the several activities authorized by this Act. 

Sec. 9. Powrrs or THE SecreTrary.—The Secretary shall have the following 
powers under this Act: 

(a) To allocate the moneys collected from the program fee among the sev- 
eral program activities authorized by this Act; 

(b) To contract with nongovernmental organizations or firms which may 
include but are not limited to the American Dairy Association and the Na- 
tional Dairy Council, to carry out programs approved by the Board and the 
Secretary: Provided, however, That none of the funds collected pursuant to 
the provisions of this Act shall be used to promote any brand of any person, 
or any other brand name that might be applied to milk or any of its products. 

(c) In the conduct of the powers and duties conferred on the Secretary of 
Agriculture by this section, it is intended that he shall, with the advice and 
assistance of the Board, have general supervisory control over the allocation of 
program funds and expenditures thereof, to agencies selected by him to conduct 
the operational details of the several programs: Provided, That it is not the 
intent of this section that the Secretary of the Department assume the direction 
of operational details of authorized programs, such as the media or persons to 
be used in promotion campaigns, or the format, makeup, or production of promo- 
tional and merchandising material: And provided further, That none of the 
funds allocated to research programs hereunder shall be considered to be in 
replacement or in lieu of funds appropriated by the Congress for research under 
the Agricultural Research Act. 

(d) To report and account fully to the President and the Congress the results 
of operations annually, together with an evaluation of the programs authorized 
and operated pursuant to this Act. 

Sec. 10. Program Fre.— 

(a) There is hereby levied against all producers of milk and butterfat for sale, 
effective January 1, 1956, a program fee in the amount of four cents per hundred- 
weight of milk delivered from farms to plants, and in the amount of one cent 
per pound of butterfat in cream delivered from farms to plants: Provided, how- 
ever, That the Secretary may suspend the application and collection of said 
program fee, in whole or in part, for any calendar year, or part thereof, by 
determining and publishing on or before the first day of the month preceding the 
period for which such suspension is to be in effect, his finding that the full amount 
of the program fee will not be needed to finance and carry out the programs 
authorized by this Act and approved by the Secretary, with the assistance and 
advice of the Board. 

(b) In exercising his power of suspension under the proviso of paragraph (a) 
of this section, the Secretary shall take into consideration the unexpended bal- 
ance available to him in the special fund created for the purposes of this Act, 
the budgeted financial requirements to carry out the programs authorized under 
this Act and the intent of Congress that the funds collected under this Act should 
be, as nearly as practicable, commensurate with the estimated costs of the pro- 
grams to be administered during any calendar year. 
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(c) Every person purchasing milk, butterfat, or any product of milk and 
butterfat from a producer (except purchases by consumers other than commercial 
processing) shall withhold from the purchase price an amount equal to the 
program fee levied herein, and shall remit the sums so withheld to the Com- 
missioner of the Internal Revenue Service. For the purposes of this section, 
milk, butterfat, and dairy products delivered by a producer to a cooperative 
association of producers shall be subject upon such delivery to the program fee 
levied herein. Returns shall be filed and remittances made monthly by such 
purchasers in accordance with rules prescribed by the Commissioner of the 
Internal Revenue Service. 

(d) Producers of milk, butterfat, or dairy products holding licenses or permits 
issued by Federal, State or local agencies authorizing them to sell milk, butterfat, 
or dairy products directly to consumers shall file returns and pay the program fee 
on all sales made by them to consumers. 

(e) In fluid milk markets operating under marketing orders issued by the 
Secretary pursuant to the Agricultural Marketing Agreement Act of 1987, as 
amended, handlers subject to the minimum price provisions of such order shall 
withhold from the payments to producers required by such orders a sum equiva- 
lent to the volume of milk or butterfat received from producers delivering to 
them multiplied by the program fee levied herein, and shall file returns and make 
remittances monthly of the sums so withheld to the Commissioner of the Internal 
Revenue Service. 

(f) The Internal Revenue Service shall collect the program fees levied herein 
and shall prescribe such rules and regulations as may be necessary to accomplish 
that purpose. 

Sec. 11. ApproprraTions.—There is hereby appropriated for the fiscal year 
ending June 30, 1956, and for each fiscal year thereafter, an amount equal to the 
total program fee collected by the Commissioner of the Internal Revenue Service 
pursuant to this Act. Such funds shall be maintained in a separate fund and 
shall remain available to the Secretary upon demand, to be used by the Secretary 
only for the purposes authorized and provided for in this Act. 

Seo. 12. No member of the Board may hold or acquire any fiscal interest in any 
agency or firm used by the Secretary in carrying out the powers and duties con- 
ferred upon him by this Act. 

Sec. 13. The activities and operations authorized by this Act shall begin 
January 1, 1956; except that the Board may be organized within three months 
preceding the effective date of this Act. The Secretary is authorized to expend 
from general funds available to him the amounts necessary for the conduct of 
the business of the Board during the period from the date of organization of the 
Board and the effective date of this Act. 


Senator Easruanp. Senator Scott? 

Senator Scorr. No questions. 

Senator Scuorrre.. No questions. 

Senator Easrianp. Tha ou, Mr. Reed. 

The next witness is Mr. Gaumnitz for the National Cheese In- 
stitute, Inc. 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, CHICAGO, ILL. 


Mr. Gaumnirz. Mr. Chairman, my name is E. W. Gaumnitz, execu- 
tive secretary of the National Cheese Institute, Inc., offices at 110 
North Franklin Street, Chicago, Ill. 

The National Cheese Institute is a nonprofit organization, whose 
members include manufacturers, assemblers, importers, wholesalers, 
and distributors of all types of cheese. 

The members of the institute manufacture over 50 percent of the 
cheése produced in the United States and distribute between 80 and 
90 percent of all the cheese distributed in the United States. 

e have been greatly concerned with the stocks of cheese and other 
dairy products held by the Government and accumulated under the 
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farm milk and butterfat price-support program. Total stocks of but- 
ter and cheese as of December 1954 were at record levels. Except for 
the program of animal-feed disposal in 1954, the same would have 
been the case for nonfat dry-milk solids. Government-held stocks 
as of December 31, 1954, represented about 23 percent of the total 
annual consumption of creamery butter in the United States; about 
37 percent of the total annual consumption of American cheese and 
even with the large animal-feed disposal during 1954, about 14 percent 
of the total annual consumption of nonfat dry-milk solids. Without 
the foo aren program stocks of nonfat dry-milk solids would 
have more than equaled annual consumption. Government holdings 
are, of course, in addition to those held by the industry. 

Government noncommercial utilization programs during 1954 were 
most encouraging and far exceeded such disposal of any prior year. 
Such utilization coupled with increased commercial sales for dairy 
products, as a group, resulted in the net addition to Government 
stocks of about 80 million pounds of cheese and 9 million pounds of 
butter or the equivalent of about 1 billion pounds of milk—although 
total ors production in 1954 exceeded that of 1953 by 2.6 billion 
pounds. 

I want to comment there, as nearly as I can calculate—it is a rough 
calculation—probably commercial sales of dairy products as a group 
in 1954 increased somewhere in the neighborhood of 4.1 billion pounds 
of milk equivalent, a substantial increase. 

Senator Scuorrret. Then that would show that production is on 
the increase? 

Mr. Gaumnitz. The production last year was 2.6 billion pounds 
above 1953. 

Senator ScHorrren. Now does that mean that together with the con- 
stantly increasing pate: that would be a normal increase or an 
abnormal increase 

Mr. Gaumnitz. In consumption ? 

Senator ScHorrren. Yes. 

Mr. Gaumnitz. We think the increase in consumption last year 
resulted from a combination of factors. It is not only population. 
Roughly, probably around 2 billion pounds of that might be attributed 
to the increase in population, assuming per capita consumption were 
to remain constant. Other factors would be increased advertising and 
promotional effort. The reduction in support levels probably also 
was an influencing factor. 

But taking the overall, taking it altogether, the figures were some- 
what surprising to us as a matter of fact. The Government has done 
a better job in surplus disposition this last year than we had ht 
it might do. We still think there are possibilities of increasing it, but 
it is very encouraging. 

rae — Do you advocate the continuation of the present 

rice lev 
F Mr. Gaumnttz. If the wees level is to be modified, we think then 
also there will have to be additional disposal pro worked out. 

Senator Scnoxrrre. Jf it is increased, it would be, in your judgment, 
necessary to increase the production, therefore, we would have to-—— 

Mr. Gaumntrz. And probably reduce consumption and therefore 
intensify the disposal problem. 
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Senator ScHorrreL. Have you experienced any difficulty from the 
importation of cheeses of different aapee! Did this affect consump- 
tion records in this country domestically ? 

Mr. Gaumnarz. Not in the last 2 years. At present imports of 
cheese for the most part are under import quotas, those quotas having 
been made effective pursuant to section 22 of the Agricultural Adjust- 
ment Act. Those quotas do not apply to all types of cheese. We have 
been watching that one rather carefully and rather anticipate that 
over a period of time it mee be necessary to request additional action 
under section 22 or under the escape clause of the tariff act. 

Senator Scnorrre:. In other words, you would be somewhat 
alarmed, as a representative of your association, if the import quotas 
were increased ? 

Mr. Gaumnirz. Definitely. Any increase in import quotas prac- 
tically will have the effect of increasing Government purchases under 
the present condition, almost pound for pound. 

Under present conditions of employment and business activity and 
without any modification in support prices it is anticipated there 
will be a further increase in commercial consumption of milk and its 
products in the United States during 1955. Present estimates are 
for milk production in 1955 to approximate that of 1954. If present 
import restrictions for milk are maintained, and Government non- 
commercial utilization can be maintained at the 1954 level, there 
should be a reduction in Government stocks of butter and cheese dur- 
ing 1955 by possibly 2 billion pounds on a milk equivalent basis. 

f I may interject there. A year ago we could not see how the stocks 
then on hand and in prospect dou bs handled under the disposal or 


utilization pe that had been outlined up to that time; during 1954 


as Pe out of course utilization was better than we had antici- 
pated. 
However, a year ago I think most everybody in the dairy industry 
pretty much agreed that it would be desirable to have the authority on 
a temporary basis of using other methods of disposal. Mr. Reed in 
his testimony touched on two programs. Mr. Healy also touched on 
those programs, In the cheese iarinatry we worked out in coopera- 
tion with the Department. of Agriculture last year programs that 
could be operated under either of those two which have been named. 

Recognizing the rae of error in making such estimates, we 
again recommend that there be considered legislation authorizing 
disposal of excess stocks at reduced prices to consumers on a standby 
or temporary basis. We do not recommend that such a program 
be inaugurated for cheese under present conditions. 

tr ScHoEPPEL. Do ini cover in your statement any of the bot- 

tlenecks, or of the difficulties that you, in your industry, are ex- 
periencing under Public Law 480? 

Mr. Gaumnttz, So far we have not had too much difficulty. 

Senator ScHorrre.. In other words, you are fairly well satisfied? 

Mr. Gaumnitz. Yes. We think what. we need is a little more pres- 
sure on attempting to develop additional programs but we must sa 
the Department has in the last 7 months done a pretty good jo 
of moving surpluses. 

In addition, we recommend section 22 of the Agricultural Adjust- 
ment Act, as amended, be moditied or clarified by providing for man- 
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datory application of import controls whenever price support pro- 
grams are in effect. We also recommend that section 7 of the Trade 
Agreements Extension Act of 1951 be modified by making the findings 
final of the United States Tariff Commission. It first comes back to 
your question, Senator ee 

The present quotas—well, F guess you would have to say are discre- 
tionary. There is nothing mandatory as to application. It makes 
a very uncertain situation then from an operating standpoint. The 
same thing can be said with reference to section 7. Both are very 
largely discretionary. There is no certainty that any quota which is 
now in effect will be there 10 days from now. There is no certainty. 
It can be removed at will. 

I have detailed out some of the facts that are back of our general 
introductory statement. If you will permit it, I would propose not 
to go through those detailed figures. I think they are pretty well 
known. The material is here, however. I would like permission 
to file the rest of my statement. 

Senator Eastianp. That will be granted. 


STATEMENT Fimep sy B. W. GAUMNITzZ, EXEcuTIVE SECRETARY, NATIONAL CHEESE 
INstTiTuTE, CHICAGO, ILL, 


Following is a brief summary of some of the facts and considerations upon 
which our recommendations are based: 


(1) MILK PRODUCTION 


Milk production on farms in the United States in 1954 is estimated as 123.8 
billion pounds, an increase of 2.6 billion pounds over production in 1953 (table 
I). While the number of milk cows on farms January 1, 1955, was slightly less 
than the number a year earlier and while milk-feed price ratios are not favor- 
able to increased milk production these factors may be offset by the feed usage 
of acreage released from corn, wheat, and other basic crops, more nearly normal 
feed conditions, and a slight increase in the number of heifers kept for milk 
cows. It is, therefore, estimated that milk production in 1955 will approximate 
that of 1954. 


(2) PRODUCTION OF BUTTER, CHEESE, AND NONFAT DRY MILK SOLIDS 


A small part of the increased milk production in 1954 appeared in increased 
production of butter, cheese, and nonfat dry milk solids (table II). Apparently 
the major part of the increased milk production was absorbed in commercial 
sales of dairy products with only the excess appearing in the. price-supported 
products. In 1955 the production of cheese and butter will probably be reduced 
by about 2% billion pounds on a milk equivalent basis. 


(3) IMPORTS AND EXPORTS 


Imports of many dairy products at the present time are limited by import 
duties and quotas (tables III, TV, and V). Import duties under trade agree- 
ments have been reduced by about 50 percent. However, import quotas are in 
effect for most dairy products. The quotas are stablished pursuant to section 22 
of the Agricultural Adjustment Act, as amended. 

In reeent years, cheese has been the principal dairy product imported, amount- 
ing to around 50 to 55 million pounds per year. With quotas in effect it does 
not appear that there will likely be any material increase in imports during 1955 
although the situation is not clear with reference to such varieties of cheese as 
Swiss, sheep’s milk Italian and other varieties for which specific import quotas 
have not been established. 

Commercial exports of butter and cheese have been negligible in recent years. 
It seems clear that such exports will only result if such exports are subsidized 
in one form or another. 
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In view of the large international trade in cheese and butter, approximating 
700 million pounds in the case of cheese, and around 900 million pounds in the 
ease of butter, and with foreign prices for these products under present price- 
support prices in the United States, it is apparent that any further reduction in 
import duties or relaxation of quotas would result in increased imports. In 
addition, it is possible that foreign countries will shift production to those 
products not covered by import quotas and for which duties have already been 
materially reduced. In this event further action under section 22 of the Agri- 
cultural Adjustment Act, as amended, or section 7 of the Trade Agreements 
Extension Act of 1951, may be indicated. It should be neted that present import 
quotas may be further relaxed and duties reduced. It is for these reasons that 
we recommend that both section 22 of the Agricultural Adjustment Act, as 
amended, and section 7 of the Trade Agreements Extension Act of 1951, be 
strengthened. 

(4) PRICE SUPPORT PURCHASES 


Government support purchases of cheese, butter and nonfat dry milk solids for 
the years 1949-54 are summarized in table VI. Such purchases were of consider- 
able magnitude in 1949 and 1950 in the case of butter and in 1950 in the case of 
cheese, and very large in the case of nonfat dry milk solids in both 1949 and 1950. 
In 1953 and 1954, however, purchases of all three products were very large. Such 
purchases, less commercial sales, on a milk equivalent basis approximated 10 bil- 
lion pounds in 1953 and 814 billion pounds in 1954. 

If milk production remains at the 1954 level and there is no change in price- 
support levels it appears that commercial usage of diary products may result in 
decreased Government purchases of butter and cheese amounting, on a milk 
equivalent basis, to around 2% billion pounds. This would mean 1955 purchases 
of these products on a milk equivalent basis would approximate 6 billion pounds. 
Roughly, this might result in decreased purchases of butter of something less than 
100 million pounds and decreased purchases of cheese by something more than 
100 million pounds. 

(5) PRICE SUPPORT STOCKS (TABLE VI) 


Government stocks of butter, cheese, and nonfat dry milk solids as of December 
31, 1954, at 266 million pounds for butter, 335 million pounds for cheese and 92 
million pounds for nonfat dry milk solids, represented a quantity equal to about 
23 percent of the annual consumption of creamery butter and about 37 percent of 
the annual consumption of Cheddar cheese. From a utilization standpoint much 
of the cheese will need to be used in processing in which usage it would repre- 
sent far in excess of 37 percent of annual consumption. 

It is to be noted that Government-held stocks at the end of December repre- 
sented an increase in holdings over a year earlier of 9 million pounds in the case 
of butter and about 80 million pounds in the case of cheese. 


(6) UTILIZATION 


Utilization of Government stocks in noncommercial outlets, largely domestic 
school lunch, relief outlets and foreign welfare, was increased very materially 
in 1954 and amounted, in the case of butter and cheese, to about 7% billion 
pounds on a milk equivalent basis (tables VI and VII). In 1953 such utilization 
was slightly over 2% billion pounds on a milk equivalent basis. If nonecommer- 
cial utilization can be maintained at the 1954 level it would then appear that such 
disposition in 1955 would probably exceed support purchases by approximately 
14% billion pounds on a milk equivalent basis. 

In the case of nonfat dry milk solids, however, it is to be noted that net pur- 
chases in 1954 at about 640 million pounds exceeded utilization, excluding feed 
usage, by almost 240 million pounds. Feed usage of nonfat dry milk solids in 
1954 is reported at 578 million pounds and in the 5-year period, 1950 to 1954, in- 
clusive, was 615 million pounds. Such usage has interfered with ‘outlets for 
animal feed whey. We are informed that no feed program similar to that of 
1954 is being considered. 

(7) WHEY 


The production of cheese involves the production of whey, the liquid remaining 
after the coagulation of the curd in the manufacture of cheese. Whey is used 
directly for animal feed, or the solids of whey are recovered, processed, and sold 
for human food and for animal feed. One of the products recovered from whey 
is milk sugar. 


60149—55—pt. 224 
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While dry when production in 1953 is estimated at about 175 million pounds, 
production has been increasing gradually over the years. In addition there 
was produced around 80 million pounds of condensed whey and about 26 million 
pounds of milk sugar. Milk sugar production has declined from peak production 
of about 50 million pounds in 1951, the decline being accompanied by an increase 
in imports of milk sugar. 

Marketwise animal feed dried whey competes with such products as dry skim 
milk and fishmeal. Obviously, any diversion of nonfat dry milk solids to animal 
feed affects the whey market. 

Following the inauguration of the Government program of diverting nonfat 
dry milk solids to animal feed in 1954, a nonrecourse loan program was instituted 
for whey, which program terminated in September 1954. As a result of the 
whey program the Government had under loan 66 million pounds.of whey in 
various forms (table VI). As of December 31, 1954, 17 million pounds had been 
sold for export. 

Recognizing the disposal program for dry whey, we have recommended to the 
United States Department of Agriculture that no further programs be inaugu- 
rated involving diversion of nonfat dry milk solids to animal feed which would 
interfere with whey and under such conditions that no further whey loan or 
purchase program be made effective for whey. 

In view of these facts as to milk production, commercial consumption, non- 
commercial disposition, etc., we believe a continuation of present policies regard- 
ing cheese and butter during 1955 will result in an improvement in the Govern- 
ment stock position for butter and cheese. We would recommend a continuation 
of those policies at this time and do not advocate, in the case of cheese, the 
institution of domestic utilization programs involving subsidies. Our recom- 
mendation that legislation be enacted enabling discretionary use of such programs 
is in recognition of the fact that data presented with reference to 1955 are 
estimates and can well be in error. At the same time, we strongly urge that 
section 22 of the Agricultural Adjustment Act, as amended, and section 7 of 
the Trade Agreements Extension Act of 1951 be strengthened so that there 
can be no question as to additional administrative action should circumstances 
require it. 


Taste I.—Milk cows and milk production on farms, United States, 1930-54 


Cows and | Heifers 1 to pro- Cows and | Heifers 1 to 
heifers 2 | 2 years kept heifers 2 | 2 years kept 
years old for milk farens 1 years for milk 

and over ? cows and over ? 


Million 
head 


== 
guzernsnenetl 
punpesageessrt, 
PERDEBERREESS 
ESEESSBBEERK! 


et ete tate aia 
‘an. 1. 


Compiled from reports of the U. 8. Department of Agriculture, Agricultural Marketing Service. 
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Taste I1.—United States production of specified dairy products, by months, 
1953 and 1954 


American a ee ov milk 


os | et | ms | ae 


Billion pane Million pounds —_—- pounds | Million pounds | Million pounds 
103.9} 1187 101.3 58.4; 73.8] 80.5) 1066 

: 116. 6 61.6) 75.1 85.0; 107.0 
143.3 . ’ 82.2; 91.5} 111.9) 134.8 

142.0 . 7) ; 97.9 101.4; 128.4) 140.2 

164. 5 127.0} 126.3) 151.9) 166.0 

160. 9 127. 3| 124.3} 145.0; 155.0 
. 100. 2 114.0) 1122 


1954 


| 
a 
| 


et ee et et et 
PEP OSEPRSS ems 
enero ener nee 


29.7 
09. 4 
92. 6 
87.8 
86. 8 
109. 0 97.0 


BSSAE 
SO26° 


85. 5 
65. 8 
66.2 
57. 65. 4 
61.2 84.8 
1, 411, 8] 1, 449. 2) 1, 344. 8) 1, 353. 5 ors 1, 022. 5} 1, 213.0) 1, 287. 5 


Compiled from U. 8. Department of Agriculture reports. 


Taste III.—United States tariff rate for specified dairy products (other than 
cheese) 


Product 1930 rate F | Present rate 


Cents 
1 


215. 


WW heeke Sih ities on ction ss os err secadiins-~~stenne entail 


Skim milk and buttermilk 
Milk, condensed or evaporated, in airtight containers: 


rE 
Res 


a2 
uw 


Dried cream 
Dried skim milk and buttermilk * 
Malted milk and compounds 
Butter: 
Entered Nov. 1 to Mar. 31 
Entered Apr. 1 to July 15. 
Entered July 16 to Oct. 31 
Casein or lacterine and mixtures 


eon 
on 
oe 


1 For not more than 3 million gallons entered in any calendar year. 
3 For not more than 1,500,000 gallons entered in any calendar year. 
* Dry whey dutiable as dry buttermilk—C D-470, Apr. 18, 1941. 

435 percent ad valorem. 

517.5 percent ad valorem. 

* For not more than 50. million pounds. 

’ For not more than § million pounds. 


Source: Compiled from reports of the U. 8, Tariff Commission. Certain exceptions applicable to Cuba, 
the Philippines, and Communist-dominated nations not noted. 
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Tas_e 1V.—United States tariff rates on cheese* 





Tariff Act of 1930 Rates as of 1945 Current rates 


Variety and description . % 
Cents per iia oe per! atta: al per 


Mini- 
mum ad 


pound | valorem | P° valorem eta aa valorem 
| 


Percent Percent Percent 
Blue-mold, in original loaves 35 5 | 25 3 15 
Bryndza, in casks, barrels, or hogsheads | 
weighing with contents over 200 pounds 
each . 7) 
Cheddar: 
Not processed except by division into 


—— 
Ss 


p 

Otherwise processed 
Edam and Gouda: 

40 percent or more butterfat 

Less than 40 percent butterfat 
Goya, in original loaves 
Gruyere, process 
PUD UONCURES <b uk Sock oh 
Romano, Peggiano, Parmesan and Pro-— 

volone, in original loaves 

Roquefort, in original loaves.-.--.--........-. 
Sbrinz, in original loaves- 
foes milk cheese for grating, in original 


KBERR ER 


RRR 
Onwmon caanaw aw 


RS 
ak 


Pecorino, in original loaves | 

Pecorino, in original loaves, not suitable | 
for grating 

Swiss or Emmenthaler 

Other cheese and substitutes 


1 Other than Cuba and Philippine Republic. 
Notre.—Compiled from reports of the U. 8. Department of Agriculture, 
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TasLe V.—Imports of dairy products now controlled under section 22 of the Agri- 
cultural Adjustment Act—total annual import quotas for dairy products effec- 
tive July 1, 1954 


Butter 


New Zealand 

Denmark 

Argentina, Australia, Canada, Netherlands, Norway, Sweden, and 
Switzerland 


Dried whole milk 

Dried buttermilk 

1 En a ne eS et idaibeipei 

Dried skimmed milk (nonfat dry milk solids) 

Malted milk, and compounds, or mixtures of, or substitutes for, milk or 


Cheddar cheese, and cheese and substitutes for cheese, containing, or 
processed from, cheddar cheese 
Edam and Gouda cheese 
Blue-mold (except Stilton) cheese, and cheese and substitutes for 
cheese containing, or processed from, blue-mold cheese_.......---~ 4 
Italian type cheeses, made from cow’s milk, in original loaves (Ro- 
mano made from cow’s milk, Reggiano, Parmesano, Provoloni, Pro- 
volette, and Sbrinz) 
wn’ Press release, U. S. Department of Agriculture, June 15, 1954 (USDA 1539- 
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Taste VI—USDA dairy products price support purchases, purchases less com- 
‘mercial sales, noncommercial utilization and December 31 stocks, specified 


periods [Million ds} 


1950 1951 
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Ni 
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Butter. ...-.....-.-- Lb ido chin nceecchenee 
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Nonfat dry-milk solids: 
Total 
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Norte.—Based on U. 8. Department of Agriculture published reports. In addition 66,023,405 pounds of 
whey in various forms were placed under Joan during 1954. During 1954, 51,126,226 pounds of dry whey 
and 1,054,100 ds of dry whey products were delivered to CCC, of which 16,866,230 pounds of dry whey 
have been sold for export, leaving 34,259,996 pounds of dry whey and 1,054,100 pounds of dry whey products 
in inventory. 


TABLE VIL—USDA disposition of price support dairy products, 1949-54 
[Million pounds} Ht 


Product and disposition | > | 1950 | 1951 | 1952 | 1953 | 1954 | Total 








CREAMERY BUTTER! 


Commercial sales: 
Domestic 
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Negotiated export sales... * Eee. abi 
Direct distribution forse:  . vhandother | 
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Donations to welfare agencies. 
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CHEDDAR CHEESE ! 


Commercial sales: Domestic 
Negotiated export sales theta 
Direct distribution for school lunch and other 





Donations to welfare agencies: 





TOME As ani atieis csiatiunde « 
NONFAT DRY MILK SOLIDs ! 


Commercial sales: 
Human consumption 
Animal feed 
Export commercial sales_._-. --- -- 
Negotiated export sales 
Direet distribution for school lunch and o 
pe 32 outlets. 
onations to welfare agencies: 
Domestic 


Foreign 
Uy, Gh, aio toh 
Domntinne: Beeman 5 es + I 
Pokal ut sceeea ete be oti cl] 156.1 


' The difference between total —— purchased and total a es of, after making allow- 
' attributed primarily to the that pure contracts provi for a 
2 percent tolerance, with result that the actual quantities delivered to CCC may be somewhat more or 
less than the contracted quantities. 
? Includes commercial sales of 1.4 million pounds of butter, and butter sold for salvage, for extending 
cocoa butter, for liquid recombining, transferred to Veterans’ Administration. 
‘Includes 0.3 million pounds of commercial export sales. 


iS Notg.—Compiled from U.S. Department of A ture mimeographed reports as follows: Years 1949-53 

Purchase and disposition of 7 oie by U. S. Department of Agriculture, calendar year 1953 and 
— ‘ a — sales products —— ee ioe port pi ee _— 
Decem ”’; Year “Price support purchases and utilization, spec pe .”’ issued January 12, 
1955. Section 32 and usin vale agencies—domestic go into the same channels, 
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Mr. Gaumnirz. I want to. just touch on one or two of the points. 
In No. 2 on page 2, I have already noted that we figure that com- 
mercial consumption increased a little over 4 billion pounds on a 
milk equivalent oan The question has been raised by some previous 
witnesses as to the amount of effort being put forth by industry. 
I think we might add to what other witnesses have said these few 
oints : 
. First, there is in addition to the American Dairy Association, a 
producer-financed group and spending somewhere over $4 million per 

ear, there is also a National Dairy Council, which operates particu- 
arly ina good many fluid milk markets. 

Its funds, in general terms, are provided 50 percent from dealers 
and 50 percent from producers. And it amounts to something over 
a million dollars per year. 

In addition, I think the funds expended by private organizations— 
I am including in that term cooperative organizations as well as 
straight corporations—those expenditures have been expanded very 
materially. I do not know that I could give a figure but it is well 
above the figures which have been indicated previously. That I am 
certain of. 

Senator ScHorrret. That has been showing generally good results, 
too! 

Mr. Gaumnirz. Yes, sir, the future looks a lot better than a year 
ago. 

7 do not want to stress the import-export deal except again to call 
attention to this: If we keep in mind the fact that international trade 
in cheese runs around 700 million pounds per year, international trade 
in butter around 900 million pounds and recognizing that prices in 
the United States are above prices in a good many foreign countries, 
immediately it becomes apparent that we could have tremendous in- 
creases in imports of dairy products under present conditions if there 
were no restrictions. 

Therefore, we think it is quite important that actions under section 
22, and under the escape clause be kept in mind when this whole sup- 
port and disposition program is under consideration. 

There is one last point I would like to touch on. We hesitate very 
much to criticize the disposal program for nonfat dry milk solids 
into animal feed channels. I have touched on it in point No. 7 on 

age 3. Our interest arises out of the fact that nonfat dry milk solids 
in animal feed competes with whey, which is a joint product in the 
production of cheese. The production of whey has increased very 
materially over the last.15 years. And any program that, in effect, 
subsidizes the use of another product in animal feeds will affect. us 
directly in whey. . 

At the present time, whey is returning practically nothing com- 
mercially to producers. And, in addition to that, there is what we 
call a waste disposal program. The Department, in our conferences 
with it, has indicated that it does not propose to institute any addi- 
tional programs in that general field. If so, we would prefer not to 
have any loan program, for example, for whey. It was sort of a thing 
that followed after the nonfat dry milk solid program of a year ago. 

Senator Soorr. I would like, Mr. Chairman, to ask the witness 
whether he has any as to what the soft drink industry puts in 
advertising of its products as against what the dairy industry does. 
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I do not ask that antagonistically. In fact, I am of the opinion, being 
a milk producer myself, that while we think we have tremendously 
stepped up the advertising of dairy products asa whole. We have not 
gone as far as we ought to go. 

I just have a es wonder whether he has the figures on it— 
that we have not yet done as big a job as we ought to do in that field. 

I believe that, if we would do it and just keep hammering this thing 
home—I mean a constant program to keep it up, not this year and 
next year, but just constantly keeping it up year in and year out— 
that we could do a much better job than we are doing. I wonder if 
you do have the figures. 

Mr. Gaumntrz. I do not have them. I think we could secure them. 
I have heard figures reported by the American Dairy Association 
which would bear out your impression very definitely. The amount 
of money spent in soft drinks far exceeds the total amount of money 
spent in the dairy industry. 

Senator Scorr. I am conscious of that. I believe it is true in my 
State, that we used more soft. drinks per capita of any State in the 
Union. That is down where I am selling milk, which indicates that 
I am not doing my job on advertising milk. I do not ask for that 
figure in an antagonistic way at all. If we are not doing our job, we 
ought to be told. 

Mr. Gaumnirz. I will attempt to get the figure and submit it. 

Senator Eastuanp. Yes, sir, for the record. 

Mr. Gaumntrz. In. table No. 1, the first column, “Milk production 
on farms” is in terms of billions of pounds instead of millions. 

Table 2, the first column, “Milk on farms,” is in terms of billions of 
pounds and not in millions of pounds, 

T believe those are the only two corrections I have to make. 

That completes my statement, Mr. Chairman. 

I appreciate this opportunity of coming before you. 

Senator Eastuanp. Any questions! 

Senator Scorr. No. 

Senator Scorpren. No. 

Senator EastianpD. Thank you, sir, 

We will next hear from Mr. Haymes. 

Identify yourself for the record. 


STATEMENT OF PHILIP L. HAYMES, UNITED MILK PRODUCTS C0., 
CLEVELAND, OHIO, REPRESENTING THE EVAPORATED MILK 
ASSOCIATION 


Mr. Haymes. Mr, Chairman and members of the committee, my 
name is Philip L. Haymes, of United Milk Products Co., Cleveland, 
Ohio. TI appear for the Evaporated Milk Association of Chicago, 
Ill., whose members produce substantially all of the evaporated milk 
processed in the United States. 

Stalled on dead center, behind a roadblock in the Department of 
see is a project that would effectively minimize stock- 
piling of dairy surpluses and improve dairy farm income in domestic 
markets and th serve the Nation. Your committee can help 
the Secretary of Agriculture to dissolve this roadblock and activate 
the project. We shall present the subject for your consideration. 
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The evaporated milk industry appreciates your invitation to offer 
procedures to help solve the problem of dairy surpluses. For over 
30 years this organization has effectively promoted use of evapo- 
rated milk by its research and educational, programs. 

Evaporated milk is concentrated whole and contains all of 
the nutritious elements of cow’s milk. Evaporated milk is sterile 
and is packed in consumer size hermetically sealed cans. It is uni- 
versally recognized as an excellent medium for economic and efficient 
human nutrition. Over half of the babies in this country are fed on 
evaporated milk ; and 2 out of every 3 families use it. 

Besides other specific information in the pages attached entitled 
“Outstanding Advantages of Evaporated Milk in Strategic Food 
Relief Feeding,” you will be interested in the statement of an out- 
standing pediatrician : 

The decision of the Evaporated Milk Association to add 400 units of vitamin 
D per reconstituted quart to all evaporated milk without increase in price 
proved a significant health measure. Evaporated milk was the cheapest de- 
pendable source of milk for infant feeding. Its fortification automatically pro- 
tected about three-fourths of the artificially fed infants in the United States 
against rickets. 

In the attached papers that you find on page 14, Dr. Wilson, of the 
American Medical Association has very strongly endorsed evaporated 
milk and its counter-effect on rickets in this country. 

Senator Scnorrren. Mr. Chairman, I might say that last week I 
had delivered to me, as I am sure other Senators did, a small package 
that contained some canned milk. The wrapper indicated that it did 
not need to be held under refrigeration, but refrigerated only prior to 
use. That is supposed to be fresh milk canned. Now if that should 
prove satisfactory, it would help the overall dairy situation tremen- 
dously, since milk could in that way be kept longer in good condition. 
Of course, to insure sales the price would have to be right. Do you 
cover any part of that in here 

Mr. Haymes. Yes; I do, Senator Schoeppel. I would like to speak 
of that in just a moment. I think you are on a very, very important 
point. 

Senator Scorr. My package must have gotten lost in the mail. 

Senator Eastianp. So did mine. 

Senator Scuorrren. I got mine and I took it home and frankly, 
we were going to use it over the weekend but we put it off. I really 
want to try it to see how it tastes. And to see how it keeps. I am 
interested in seeing what it will do and how it will “ny, 

Mr. Haymes. TET may take a second on that point, use it is one 
of much interest. 

Just a short time ago, one of the leading dairy companies put on 
the market in one area in this country a new fresh-tasting evaporated 
milk. I think that is the product that you have in mind. That prod- 
uct has the advantage of tasting, when reconstituted with water, very 
much like fluid milk in bottles. And the real advantage of it is that it 
adds a supplemental wholesome milk to the ave: household in this 
country. It will be in their pantries, when the children come home 
from school and want a glass of milk and they have only a small 
amount left in their regular daily supply in bottles, they will reach 
for this supplemental ean and supplemental supply, dilute it, and it 
tastes just exactly like milk. 
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I think that has tremendous future—tremendous possibilities. I 
am pleased to report to you that the Research and Marketing Admin- 
istration Dairy Advisory Committee has been working on that for 
several years, and the Department of Agriculture is very active on 
it now. 

I happen to have served on that committee for a number of years 
so I am familiar with the pee of it and the details of it. You are 
not very far away from having this particular product available to 
you around the country. 

Senator Youne. Mr. Chairman, may I ask a question at that point? 

Presently, and for many years past the United States Government 
operated a very big dairy in the Panama Canal Zone and some in other 
places where we have sizable operations, to give our employees good 
fresh milk. Could a good supply of milk be provided for them 
through this method instead of maintaining that expensive herd of 
dairy cattle down there / 

Mr. Haymes. I feel confident that it can and will. We are on the 
way to that now. 

T might mention one more thing. The United States Department 
of Agriculture, through its Eastern Regional Research Laboratory in 
Philadelphia, and its branch in Washington, D. C., are now working 
at full speed on this very question. I think we are going to arrive at 
a sterilized canned concentrated whole milk which Senator Schoeppel 
had in mind. I believe, a moment ago, when he was describing it, 
that will be in every house within the next year or two as a supple- 
mental form of milk that cannot help but increase the total consump- 
tion in the households of the United States. 

Senator Youne. Do you think it will be nearly as good as fresh 
milk? 

Mr. Haymes. I think you will have great difficulty detecting any 
difference. The milk carries all of the nutrition, it carries the same 
balance of solids, fats, and proteins. It is sterile. It will go any- 
where in the world. It has advantage of always being available. 
All it needs is to be reconstituted with water in equal parts. 

Senator Youne. How does the cost compare? 

Mr. Haymes. I think you will find that the cost, because of the 
elimimation of certain delivery and transportation expenses, will be 
substantially less than the quart bottle or container delivered on the 
doorstep. It needs no refrigeration. It needs a lot less handling. 
a aan oe - quantities everywhere without special attention. 

t is always ready, always ready for service. 
May I rebel ? Z r 
Senator Easttanp. Proceed. 


THE PRESENT PROBLEM 


Mr. Haymes. CCC has been buying and storing huge quantities of 
butter, cheese, and dry skim milk. Efforts to dispose of these prod- 
ucts t h various channels provided by law are being made: 
the school lunch program, foreign relief feeding program; various 
Army, Navy, and Veterans’ Administration hospitals, relief agencies 
at home and abroad, and so forth. Congress has also provided for 

ing of fluid milk in order to reduce the amount which is manu- 
factured into storable, supported dairy products. This is a pro- 
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gram, enacted at the last session of Congress, to stimulate use of fluid 
milk in nonprofit schools of high school grade and under. 

Some progress is thereby being made to alleviate the surplus. 
However, a huge stockpile remains in storage to which more will 
be added in months to come. 

All possible uses for milk are being promoted: The American 
Dairy Association and other agencies are actively advertising to 
promote increased consumption of milk and all dairy products. 

President Eisenhower and Agriculture Secretary Benson have 
enthusiastically endorsed the June dairy month program of 1955. 

All segments of the dairy industry have engaged selling and adver- 
tising forces to expand consumer acceptance. oie the present period 
of high purchasing power, increased consumption is the aim. Im- 
oortant farm organizations are helping. Agricultural research is 
intensely developing new and superior dairy products aimed at effi- 
cient production am full consumption. 

Expanding use of whole milk in the national school lunch program 
could increase annual direct use of fluid pasteurized milk by over 
1 percent. In this program evaporated milk also could be used to 
supplement this essential service with a stable, convenient product 
available to schools everywhere. -We recommend its inclusion also in 
the school program. 

Several foreign relief feeding agencies wish to obtain evaporated 
milk on the basis on which they can now receive butter and powder. 
From a recent survey it appears that over 1 million cases of evaporated 
milk could be used, within the next year, by agencies cov by the 
survey. 

enaiel Scorr (presiding). How much is in a case? 

Mr. Haymes, A case contains 43144 pounds of evaporated milk in 
its final form and requires about 100 pounds of fluid milk, Senator, to 
make it. This survey indicates about 1 million cases could be used. 
That has just been made, The letter from the Associated Relief 
Agencies is attached to the material that I have given you. It tells 
you all about it. It is in contrast to a recent survey by the Department 
of Agriculture which indicated only 45,000 cases a year. I do not 
know the reason for the difference. 

This would be in addition to their present use of butter and powder. 
Because evaporated milk does not entail repackaging for consumer 
use, it is all ready to go at any time in this form, and can be labeled 
stating that the product is not for sale but is being made available to 
recipients from the people of the United States, it would be thereby 
sae from eee into foreign black markets and 
would promote friends for the United States. 

This was successfully done through lend-lease, World War IT, and 
postwar. : . 

Evaporated milk is not a price-supported commodity. The industry 
is opposed to initiation of any program calling for purchase and stock- 
piling of the product. , 

Substantial amounts of whole milk, however, could be put to use in 
two fields if a program were inaugurated for the purchase of evap- 
orated milk by the Commodity Credit Corporation. Every pound of 
whole milk thus used would reduce the number of pounds of butter, 
cheese, and powdered milk which the Commodity Credit Corporation 
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would be obligated to purchase and store. Evaporated milk could be 
used advantageously, drst, for foreign relief feeding or strategic food 
programs—where it has no equal—and second, for use in the school 
lunch program. 

Senator Scnorpren. Just how would the adoption of the evaporated 
milk program directly help the dairy farmers now? 

Mr. Haymes. It would help in this way, Senator: The dairy farmer 
is now operating on the support program which is set at a percentage 
of parity. The percentage determined by the Secretary was 75 percent 
for the last current year. And it will be about that for the ensuing 
year. The price is running a little higher than that. So the return is 
a little higher. 

The evaporated milk plants are located in 27 of our 48 States. There 
are a little over 100 plants and about 100 feeder stations going into 
those plants. They are competitive with the receivers of milk which 
is converted into butter, into powder, and into cheese. And, because 
of the high advertising campaigns of evaporated milk manufacturers, 
because of its being on every grocery store shelf in the United States, 
because of the multitude of uses uf the product, they are in pore to 

ay a little more for milk than the competitive price of the milk 
bein r converted into cheese and into butter, and into powder. So it 
has the effect of raising the return to the dairy farmer and certainly 
of sustaining it through these periods of tremendous quantities of 
distress production. That has been the stabilizing influence all the 
way along, particularly during the last 3 or 4 years. 

It has helped to lift the prices constantly to dairy farmers. It is 
the stabilizer, in that respect. Does that answer your question? 

Senator ScHorpren. Yes, it does. Thank you. 


FOREIGN RELIEF FEEDING OR STRATEGIC FOOD PROGRAMS 


Mr, Haymes. Roadblocks must be dissolved. Twenty months ago 
the dairy industry called upon the Department of Agriculture to 
institute a program to alleviate the dairy surplus problem. This fol- 
lowed the invitation of the Secretary of Agriculture for industry 
cooperation. 

A recommendation advanced at that time was that the Department 
acquire, through competitive bidding by the industry, area eeay 
1,500,000 cases of evaporated milk monthly. This would absor 
about 5 million pounds of whole milk daily. It was proposed that 
this milk be used for strategic food uses and for other specific overseas 
relief feeding programs, 

Nineteen months ago, the director of the Dairy Branch of the 
Department of Agriculture transmitted to the Secretary of Agricul- 
ture a “Proposed Program for Evaporated Milk” outlining a pro- 
cedure and recommending consideration and action on such a program. 

At approximately the same time the directors of Evaporated Milk 
Association, at the request of the Assistant Secretary of Agriculture, 
presented detailed program which included the following: 


From Lerrer From Evaporatep MiikK ASsOctATION To JoHwW H. Davis, ASSISTANT 
SECRETARY OF AGRICULTURE, AUGUST 17, 1953 


In regard to the objective of converting some of the surplus milk supply away 
from products being purchased under the price support program into evaporated 
milk, it is thought that this could be done. 
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This supply would come not only from milk presently going into evaporated 
milk plants and being diverted into other products, but would also come from 
milk which is being converted in other plants to butter, skim powder and 
cheese. Evaporated milk plants in this country are so located that they could 
take advantage of the surplus milk supply since in every area of heavy milk 
production and particularly in areas where there is surplus from city sheds, 
there are evaporated milk processing facilities. 

A copy of this letter is attached to the material herewith supplied. 

The industry also informed the Department of some very salient 
features of evaporated milk such as its universal acceptance, its wide 
usage, and the familiarity of foreign populations with the product 
and its uses. It also cited experience during World War II when 
the industry furnished military and civilian Government require- 
ments to a peak of 38,895,000 cases per year; its manufacture in 27 
States, its processing from milk furnished daily by about 150,000 
dairy farmers, its availability for direct and immediate shipment 
from factories to ports for loading, thus eliminating storage and 
double handling; its safety, economy, and convenience as customary 
wholesome food for infants and people of all ages. It also stressed 
that each million cases would carry away the equivalent of about 
4,250,000 pounds of butter and 8 million pounds of nonfat milk solids. 

Senator Scuorpret. You refer to the evaporated milk proposal 
which was offered approximately 2 years ago. I think you at that 
time said that it would run about a million and a half cases a month. 
How does that estimate stand in the light of current conditions? 

Mr. Haymes. I think, Senator, that should be reviewed in the light 
of conditions today. The dairy surplus situation has improved. 
You have heard witnesses this morning tell you of the quantity now 
going into consumption that was not consumed 2 years ago. » My belief 
would be that in any conference toward arriving at a volume of 
milk to be used for such pur that I have described, we would 
modify that figure considerably at the present time. I cannot say 
ne how far but I am sure that we would modify it downward at 
this time. 

Assistant Secretary John H. Davis acknowledged and expressed 
appreciation of our proposal and stated : 

I am asking the people in the Production and Marketing Administration and 
the Dairy Industry Advisory Committee to give this proposal a thorough study. 

Observing no prompt. action, the Director of the Dairy Branch, 
USDA, and Assistant Secretary John H. Davis and myself were 
granted, on our request, a conference with the Secretary of Agri- 
culture who said he had received, up to that time, absolutely no 
information on this proposal, He expressed strong favorable interest 
in the subject and indicated expectation of prompt action in the 
Department because of the close senior St the proposal to the 

ending strategic food movements. The Dircetor of the Dair 
oe speaking from extensive experience and competent know!l- 
edge of the industry, advised the Secretary of Agriculture that he 
believed the evaporated milk proposal at program constituted the 
oe practical method to successfully accomplish the purposes set 


0 . 

The Dairy Industry Advisory Committee in subsequent weeks 
repeatedly reconfirmed their original pro of advocating such 
a program, pointing out also that it would help appreciably to sus- 
tain farm income. 
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Senator ScHorrreL. I do not know a thing about this, but I have 
some ideas about it. Was it the difference in the return or the price, 
sav, for fluid milk over and against that of evaporated milk on a 
hundred-pound basis ? 

Mr. Haymes. There is a reasonably close relationship. Much 
fluid milk is now priced, Senator, in Federal milk marketing orders 
as Class I. And evaporated milk utilization is priced in either class 
II or class III. The difference between those price levels which is 
finally composed in a blended price to producers, is moved up and 
down continuously. A great many years ago—lI say a great many, 
I mean in 1933—the Secretary of Agriculture at that time requested 
the industry to work out some sort of a price arrangement, And 
incidentally, I was one of the members of that committee at that 
time. We took the fluid-milk prices that were prevailing throughout 
the country, and in different regions, and then we took the prices that 
were prevailing for milk utilized as cheese, and as butter and powder 
and all of the other uses and then we found a mean that we felt, 
composed and resolved the relationship of all of those utilizations. 
And that became the evaporated milk marketing agreement pricing 
schedule which existed for 161 months—longer than any other Fed- 
eral pricing order. And it is today in a majority of the Federal 
fluid marketing pricing orders as the basic and fundamental price on 
which the fluid price for class I is based. There is no uniform dif- 
ference between the two. 

Incidentally, in some areas the feeling is that it should be about 
the equivalent of a cent a quart. In other areas 2 cents a quart. In 
the South it runs higher than it does in the North; particularly, in 
the Chicago area we have a large dairy supply constantly; in some 
dairy areas there is a deficit supply in certain months of the year and 
that keeps moving those prices up and down to adjust supply to 
demand. 

Senator Scnorrret. I know in a number of cases, in my State for 
instance, down in the southern and central southern part, I have heard 
some of my dairy farmer friends say, well, “if I could get into the 
market with my class I milk, I would get more for it than I can by 
taking it into a plant for evaporated salbinanipenendl 

I was particularly interested in that in view of the overall hopeful 
situation that we are trying to explore, namely, to bring the greatest 
amount of money to the producer of milk in the first go round. 

Mr. Haymes. That is true. And the more we increase the consump- 
tion of evaporated milk, the larger we pick up that blended price to 
the farmer in all areas around the country because the firmer you make 
those prices, the larger-you make the disappearance of whole milk. 

Senator Scnorrrgn. I can see that. 

Mr. Haymes. The better you build up the price to the dairy farmer. 

Senator Scorr. You may have brought it out before—under ware- 
house conditions—I do not mean perfect conditions—where you have 
rough handling sometimes, and maybe improper ventilation in a 
warehouse, where you store this for shipping across the water, or 


bm the trade—how long will that can hold up before it shows 
rust 


Mr. Haymes. Senator Scott, indefinitely. This very type of can 
and weight of tinplate, moved through World War II—incidentally, 
I was on General Hardigg’s committee during World War II for 
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a and condensed milk, and had to do with these movements 
to the military forces—when questions of tin plate came up, they were 
all resolved in that little group—this can will not show rust under 
ordinary conditions of storage for several years. That is a very 
sound statement. ’ 

Continuing my formal statement—but the project was stymied at 
all other levels. 

Only a relatively small volume—265,700 cases—was eventually pro- 
cured. This small volume served major purposes in certain strategic 
food movements which were ordered - the President. 

Many ultimate recipients of evaporated milk in Germany and Aus- 
tria expressed their gratitude in letters of appreciation—in many in- 
stances written on can labels—to evaporated milk manufacturers. 

These people just took the can label off and it had the manufac- 
turer’s name on it and they wrote to us and stated their gratitude. We 
had some very interesting letters. 

Despite the success of this short, almost insignificant application of 
the proposed program on evaporated milk, the major proposal was 
neither accepted nor rejected. 

We have endeavored to keep this proposal before various officials 
in the Department of Agriculture, but we have not been successful in 

os action on it. At one time we were informed that the file had 
een lost. 

Senator Scnorpret. In what areas of the Department do you con- 
sider the roadblocks to exist? That is a little blunt. If you have an 
opinion on that, we would like to have it. 

Mr. Haymes. I wish I could answer that very directly. I cannot. 


The roadblock does not exist at the ned of —_ level 
d 


because we know that he is for this program. o not believe it exists 
over in the Dairy Branch of the Department because we, in the in- 
dustry, have discussed it many times and have seen no resistance over 
there. It must exist at some area between the top staff of the Depart- 
ment of Agriculture, and the level which would be the Dairy Branch 
of nee: but I cannot put my finger on it. If I knew where it 
was, | would go over there this afternoon and do the best [ can do to 
convince them that we should get moving. 

Senator Youne. Couldn’t the Secretary of Agriculture get it mov- 
ing if he wanted tof 

Mr. Haymes. We are asking you, Senator, to push a little on that. 
We are asking you to take that question up with the eee rs I, 
being an industry n, am unable to answer that. I do not know 
the movements within Government bureaus, and the ways of carrying 
a docket to an ultimate conclusion, but I would like to suggest that 
your committee take that up. I think it is an important one and | 
think it is a matter that holds the solution to the entire surplus prob- 
lem. It brings the solution to it in a more practical way than any 
other. 

Senator Youne. I think you are right and we ought to explore 
every possibility of disposing of these surpluses. I think we could 
do a whole lot more if we took advantage of every opportunity that 
has been presented. 
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Mr. Haymes. I am very grateful for that statement because I be- 
lieve that it is 100 percent true. I know you can. 

We appeal to your committee to assist in dissolving such road- 
blocks to constructive proposals which would aid the Secretary of 
Agriculture. We believe you can also help institute full, appropriate 
consideration and action on a most practical means of mimimizing 
CCC stockpiling of dairy products. 

If your committee will help the Secretary of Agriculture open the 
way to reactivate this practical, workable, and effective evaporated 
milk proposal, our industry stands ready to serve the Department of 
Agriculture promptly and completely. And we will, too. 

Senator Scorr. In this evaporation can here, our biggest roadblock 
right this week and the next 2 or 3 weeks, is onion flavor. That is out 
in the country. 

Can you help us out on that? Can’t you label it vitamin O and 
make the housewife think it is good for her or something? 
[ Laughter. ] 

Mr. Haymes. It happens that I was on the Department research 
committee and I will be = happy to bring that question up. We 
could remove that objectionable onion flavor by some method and still 
have your vitamin QO, as you call it. Thank you for that suggestion. 


Il, SCHOOL LUNCH PROGRAM 


Legislative proposal: Bills have recently been introduced in the 
House and Senate to amend the Agricultural Act of 1954 to provide 
appropriations to increase consumption of fluid milk. You will recall 
that $50 million per year has been made available for 2 years for this 

urpose. We recommend that the 1954 act be amended so that section 
204 (b) thereof reads substantially as follows: 


The price of whole milk, butterfat, and the products of such eommodities, 
respectively, shall be supported at such level not in excess of 90 per centum nor 
less than 75 per centum of the parity price therefor as the Secretary determines 
necessary in order to assure an adequate supply. Such price support shall be 
provided through loans on, or purchase of, milk and other products of milk and 
butterfat, and for the period ending March 31, 1957, such a stock of dairy products 
may be disposed of by any methods determined necessary by the Secretary. 
Without limiting disposition by the Secretary through other methods, beginning 
September 1, 1954, and ending June 30, 1957, not to exceed $75,000,000 annually 
of the funds of the Commodity Credit Corporation shall be used to increase the 
consumption of fluid milk and manufactured dairy products suitable for incor- 
poration in and preparation of school lunches, but for which no price support 
penenees is in effect, by children in nonprofit schools of high school grade and 

er. 


Such enactment would not place evaporated milk under the support 
program but would enable the oo of Agriculture to expand 
use of nonsupported manufactured dairy products, and thus increase 
the overall dairy consumption. 

I would like to call your attention to the papers which I have given 
you. 

There is annexed a 14-page memorandum which tells you a great 
deal about evaporated anita and of its possibilities and uses overseas 
and anywhere. 
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Then there is a copy of the letter which we addressed to the Secre- 
tary of Agriculture, Assistant Secretary of Agriculture, in August 
1953. 

And there is also a copy of the recent letter from Mr. Patterson of 
the Association of Relief Agencies who made the recent survey that 
indicated 250,000 cases of evaporated milk quarterly could be used in 
the various countries that their organizations go to. 

I think we have given you a complete picture of the situation, and 
of our anxiety about wanting to get moving on it, because we are con- 
fident that it holds the most practical means of taking off that little 
top layer in the form of whole milk, supplementing consumption of 
whole milk now in homes, leading to a greater rate of consumption in 
homes, in the American families, and there is not anything in the dairy 
field that can accomplish it more economically, at less cost to the Gov- 
ernment, and with greater safety than could this sort of a program. 

Senator Scnorrrex. I am just interested, Mr. Chairman, in running 
through this pamphlet that you have attached here as an exhibit. 
I see that in the years 1948, 1949, 1950, and 1951, production started 
at 77 million plus, and in 1952 ran to 65 million plus. Then in 1953 
you dropped to 58 million and in 1954 you are showing a further 
drop. How do you account for that? I presume the first part of that 
was during the war years, was it not? 

Mr. Haymes. The war years and the postwar distribution. If 
you will look at our exports—— 

Senator Scuorpre.. I noticed that. 

Mr. Haymes. You will see that they ran pretty high. That is 
in those production figures and then they tapered off so that today 
although evaporated milk represents nearly 25 percent of all dairy 
exports—— 

Bevuined ScnHorrre,., That is what I understand. It is the heaviest 
dairy export we have. 

Mr. Haymes. It is. Yet we had the consumption of evaporated 
milk in this country higher in the year that you spoke of first. 

I would like to point this out, usually the use of evaporated milk 
declines slightly in periods of high prosperity, increases with great 
velocity in periods of stress and trouble. If you followed our history 
in evaporated milk, you will see that during the depression period 
in the thirties, each year there were gains of 3 or 4 or 5 or 10 percent 
in consumption of evaporated milk. It is the economy form of whole 
milk. And when prosperous conditions prevail, there is more fluid 
milk used but it costs more, but which is more acceptable in all homes. 
Evaporated milk comes in to take its place or to supplement the use 
of say one bottle of whole milk and one can of evaporated milk can 
—_ the family through in harder times. 

r. TuHompson. One thing that contributes to that is the lower 
income, low income groups, where they cannot afford to furnish 
refrigeration. 

Mr. Haymes. Yes, in areas where there are lots of low-income 
families. The use of evaporated milk runs pretty high in those 
areas. In areas of high income families, it runs lower. © product 
is the product for all families, but it is a product that is of tremen- 
dous use to low-income families at all times. 
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I brought over these cans. I thought you would like to see the 
common label. This happens to be our own label. Then we labeled 
a lot of milk that went overseas in different languages for the Govern- 
ment. We can do anything with it. This happens to be a can of 
one of the leading companies’ new fresh-tasting evaporated milk. If 
you have not tried it, take it home, Senator. 

“ Senator Scorr. Thank you. Are there any further questions? 

Senator ScuorrreL. Nothing further. I think that is a very fine 


statement. owe 
Senator Scott. We will incorporate the attachments that you have 


in the record. 
(The letter and memorandum referred to are as follows :) 


EVAPORATED MILK ASSOCIATION, 
Chicago, Ill., August 17, 1958. 
Re proposed purchase program for evaporated milk. 
Mr. Joun H. Davis, 
President, Commodity Credit Corporation, 
United States Department of Agriculture, 
Washington, D. C. 


Dear Mr. Davis: In accordance with your request, we have reviewed with the 
poard of directors of the Evaporated Milk Association the proposal that evapo- 
rated milk be purchased for foreign relief feeding as a means of channeling part 
of the milk supply away from products presently being purchased under the 
dairy price support program. 

The industry still remembers with regret the fiasco which developed during 
World War II when 15 million cases of evaporated milk were purchased and 
stored in anticipation of outlets that did not materialize. This resulted in loss 
of product and serious damage to the industry, in addition to being costly to 
the Government. 

The Evaporated Milk Association directors feel that the industry would 
cooperate with a buying program as suggested in the first paragraph, commen- 
surate with actual utilization between now and March 31, 1954. In initiating 
such a program the industry strongly recommends the following limitations: 

1. Evaporated milk should be purchased in 14'%-ounce cans of commercial 
manufacture, 48 to the case, and should comply with the standard of identity 
for evaporated milk promulgated by the United States Food and Drug Adminis- 
tration. 

2. Evaporated milk should be purchased on a bid or negotiated basis and 
not on an announced price basis under a support program. 

3. Evaporated milk should be purchased only when the Department of Agri- 
culture holds a letter of intent or has an actual appropriation from specific funds. 

4. Purchases of evaporated milk should be made on a current basis against 
requirements and not be accumulated or stored except where necessary in the 
course of orderly procurement. 

5. Purchases of evaporated milk should be geared to the availability of the 
milk supply in relation to normal commercial needs for evaporated milk in any 
given period. 

6. Evaporated milk purchased under this program should be used only in 
foreign relief programs in such manner as not to disrupt normal commercial 
distribution in world markets. 

It is understood that the amount being considered under this program is a 
maximum of 10 million cases to be acquired by March 31, 1954. The industry 
has processing capacity to process the required amounts in addition to the 
amounts processed for normal commercial needs. 

In regard to the objective of converting some of the surplus of the milk supply 
away from products being purchased under the price support program into 
evaporated milk, it is felt that this could be done. This supply would come not 
only from milk presently going into evaporated milk plants and being diverted 
into other products, but would also come from milk which is being converted in 
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other plants of butter, skim powder, and cheese. Evaporated milk plants in this 
country are so located that they could take advantage of the surplus milk supply 
since in every area of heavy milk production and particularly in areas where 
there is surplus milk from city sheds, there are evaporated milk processing facili- 
ties. It should be noted that if exemption could be obtained from the provisions 
of the Walsh-Healey Act it would increase the number of evaporated milk plants 
which could cooperate in this program. 

It is understood that the outlets for evaporated milk which is to be purchased 
under this program are for relief feeding of foreign populations. The industry 
has had a great deal of experience in handling shipments of this character during 
World War II when purchases of evaporated milk for feeding military and 
civilian populations reached a high of 38,895,000 cases per year. This also re- 
ape in a wide knowledge on the part of foreign populations of the product and 

uses. 

As a matter of record, we wish to also point out some of the salient features of 
evaporated milk. The product contains all the nutrients of whole milk in a fiuid 
form and is acceptable and recommended by medical authorities as the desirable 
source of milk for infants and undernourished children and adults. This is 
particularly true in view of the fact that evaporated milk is fortified with vitamin 
D, is highly digestible, and is in a form which can be utilized directly in any of 
the ways in which whole milk is used. Evaporated milk is packed in small uints 
that meet daily requirements and assure a minimum loss due to waste; prior to 
opening it does not require refrigeration and it has a highly acceptable flavor 
even after being kept at room temperature or higher for months at a time. 

We trust that you will feel free to call on the Evaporated Milk Association 
for any further information which you may desire. 

Very truly yours 
Dantet M. Dent, President. 


P.S.—This letter should be substituted in your file for the letter on the same 
subject dated August 13, 1953, which was written prior to the meeting of the 
board of directors. 


AMERICAN CoUNCIL or VOLUNTARY AGENCIES FoR FoREIGN Service, INc., 
New York, N. Y¥., March 17, 1955. 
Dr. E. H. PARrttrt, 
Ezecutiwe Secretary, 
Evaporated Milk Association, 
Chicago 1, Ill. 

Dear Dr. Parritr: Receipt is acknowledged of your recent letters concerning 
evaporated milk and the helpful information which you have provided and which 
has been distributed to our interested member agencies. 

We have now received estimates from our interested member agencies which 
indicate that they would be interested in receiving a total of slightly over 10 
million pounds of evaporated milk during an average 3-month period for relief 
distribution in 27 countries over and above agency normal takings of other 
surplus commodities, including dried skimmed milk. 

We have included this information in a letter addressed today to Mr. James 
A. Hutchins, Jr., Chief, Direct Distribution Branch, Agricultural Marketing 
Service, United States Department of Agriculture, Washington 25, D. C., and 
have asked that the Department of Agriculture give this request appropriate 
consideration. 

Since I expect to be out of the office for about 6 weeks, I would suggest that 
you direct any further communications to Mrs. Elizabeth Clark Reiss at the 
above address rather than to me in Philadelphia. Mrs. Reiss is secretary of our 
shipping and purchasing committee. 

Sincerely yours, 
; A. W. Patrerson, 
Chairman Shipping and Purchasing Committee. 
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[From Evaporated Milk Association, Chicago, Ill., March 23, 1955] 
EvaPoRATED MILK 


INFORMATION AS TO ITS OUTSTANDING ADVANTAGES IN STRATEGIC FOOD RELIEF FEEDING 


EVAPORATED 


Used undiluted, Evopo- 
rated Milk is twice os 
rich os ordinary milk. 
It is ideol for creaming 
coffee. |t whips readily 
when chilled icy cold. 


When one port Evapo- 
rated Milk is mixed with 


papariy nin not constituted quart. 

be below the legal it is more easily di- 
stondard for whole o r eV Talel: r 

milk, Use for drinking 

ond in any recipe call- i 

ing for whole milk. infonts and children, 


SPECIAL QUALITIES OF EVAPORATED MILK THAT MAKE IT UNEXCELLED AS FOOD IN 
STRATEGIC RELIEF FEEDING 


1.. Is concentrated whole milK and contains all of the nutritious elements of 
cows’ milk. 

2. Is packed in an hermetically sealed consumer-size package. 

3. The package is always labeled. The label can give specific information for 
the consumer. 

4. The package can be stored for long periods of time at normal atmospheric 
temperatures with no deterioration in food value and negligible physical change 
after about 6 months. 

5. Evaporated milk is sterile until the can is opened. This sterile quality pro- 
longs the period of usefulness after the can is opened. In the open can evapo- 
rated milk will remain palatable and good food for 24 hours or longer. 

6. Evaporated milk can be consumed directly from the container without 
dilution. No water nor mixing utensils are needed. 

7. Evaporated milk can be used to increase the palatability of nonpalatable 
foods. 

8. Evaporated milk made in the United States of American can be easily iden- 
tified by the design of can used in the United States of America. 

9. Each can brings a unit of the most universal common food to the recipient 
and simultaneously establishes favorable international relations at the in- 
dividual level and good will of the highest order. 

10. Evaporated milk is widely recognized as the symbol of excellence in 
economic and efficient human nutrition. 

11. Evaporated milk is the only milk product distributed nationally that con- 
tains 400 units of vitamin D per reconstituted quart. 


EVAPORATED MILK IS FAVORABLY KNOWN IN PRACTICALLY ALL PARTS OF THE WORLD 


1. Is used by the military at the rate of at least 1 case per man per year. 

2. Has been used by the military in its relief feeding programs in all areas 
occupied by the United States. 

3. Commercial exports (non-Government) of evaporated milk have averaged 
24.6 percent of total dairy exports. Total dairy exports include deliveries under 
Government programs. 


Value of evaporated milk commercially exported 
Million dollars 
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COMPOSITION OF EVAPORATED MILK 


Standard for evaporated milk by U. 8. Food and Drug Administration, Depart- 
ment of Health, Education and Welfare 


{All figures are minimum] 


One case of 48 tall cans (14% ounces) of evaporated milk contains 43.5 pounds 
of concentrated whole milk in which the milk fat equals 4.25 pounds of butter 
the solids-not-fat equal 8.07 pounds of nonfat dry milk solids. 


Food values of one 14144-0unce can of evaporated milk 


Weight in grams 
Weight in ounces 
Total calories 

Protein (grams) 


Carbohydrates (grams) 
Minerals (grams) : 
Calcium 
Phosphorus 
a etna 
Vitamins: 
A in U. 8. P. units 
Thiamine im mimerame.= 22S Ss Se oe: 2 en Bh oe eee oe 
C (ascorbic acid) in milligrams 
D in U. 8S. P. units 
Riboflavin in milligrams 
Niacin in milligrams. 
Pyridoxine in milligrams 
Pantothenic acid in milligrams 


Evaporated milk plants located in high milk producing areas, 1955 


Arkansas 

California 

Colorado 

Idaho. 2000.5 ee, ee 

Iinois.._._.-- 5 i ln i at al 9} South Carolina____-___-__ __ mes 


Virginia 
Washington 
Wee Fy ri 6 Si a 
Wisconsin he 
Mississippi 
PINCUS a. Sntieiem nthe nas 
New York 


Production in the United States per year of evaporated milk 
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Exports of evaporated milk from the United States non-Government 


Cases Cases 


3, 850, 000 


Purchases of evaporated milk by the USDA for export and domestic consumption 


Cases Cases 
ON eae pie Ql Ag 103, 000 
836, 000 ; 644, 000 
1, 263, 000 | 1954 100, 000 
758, 000 


To package 1,000 cases of evaporated milk (forty-eight 1444 ounce cans per 
ease) requires— 


Tinplate (0.75 electrolytic) 

Solder (30 percent tin) 

Paper for labels 

Paperboard for shipping containers 

Cals Toe Se ai i i a isi oti et once 


Evaporated milk is the only whole milk that— 

1. Has unlimited keeping quality and can be stored under unfavorable storage 
conditions of moisture, heat, and cold. 

2. Contains all the nutrients of whole milk plus vitamin D. 

3. Can be consumed as is, and blends with ali other types of food. 

4. Is prepared commercially in consumer-size containers which can be ade- 
quately labeled for strategic food needs. 

5. Is in a commercial package which has been tested for export and by the 
military. The military reports that evaporated milk has the lowest record for 
spoilage of all canned foods. 

6. Pours from the container as milk and behaves like milk when mixed with 
foods in cooking. 

7. Has a flavor similar to that of high heat whole milk, a common beverage and 
cooking product found in many foreign countries. 

8. Has soft curd, promoting ready digestibility. 


{Reprinted from Nutrition Reviews, vol. 12, No. 7, July 1954] 


HaRLY EXPERIENCES WitH VITAMIN D IN THE NUTRITION OF INFANTS AND 
CHILDREN—A RETROSPECT 


By Genevieve Sterns, research professor of pediatrics, State University of Iowa, Iowa City 


My introduction to vitamin D metabolism came before its identity was known. 
I came to the State University of Iowa in 1920 to work with Dr. Amy L. Daniels 
on quantitive studies in infant nutrition. Slowly and at times painfully, we 
taught ourselves the technics necessary for successful collection of excreta of 
infants without exhausting the infant from too much immobility. After de- 
termining the possible effect of heat treatment on utilization of minerals from 
cow's milk, Dr. Daniels went on to learn the reasons back of a startling earlier 
finding. She had been feeding a partly skimmed milk formula, and was concerned 
lest the babies not get enough “fat-soluble A,” so had added to the feedings a little 
cod liver oil, known to be rich in this vitamin. The babies had thrived amaz- 
ingly well, conspicuously better than those fed a high cream mixture by Dr. 
A. H. Byfield, then head of pediatries, and the metabolic studies were begun in 
order to find out the reason for this rapid growth. 

Then the news broke in 1922 that cod liver oil contained two vitamins; the 
second, which was named D, was the rickets-preventive factor. The babies being 
studied at Iowa had not only escaped rickets, but had grown very well and were 
very sturdy babies. Vitamin D did more than just prevent disease. 

Looking back from this distance, it is obvious that, in addition to the excellent 
reasoning and careful study that lay back of these sound observations on Dr. 
Daniels’ part, the element of luck entered in, as it often does. It was pure luck 
indeed that the cod liver oil used was potent, for Dr. Byfield felt certain that the 
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efficacy of cod liver oil was in direct proportion to ‘its unpatatability. The i! 
came in gallon tin cans, like varnish cans, so was not exposed to light, but it was 
never refrigerated. 

With one analyst, and using gravimetric methods for calcium, collection of 
data was slow. The study did not get published until 1929, by which time it 
included data on other forms of vitamin D. 

In 1924, Dr. Jeans came to Iowa and was an interested observer of these 
early studies. The same year, Hess and Steenbock imdependently discovered 
that many foods, like children, could develop vitamin D when given ultraviolet 
irradiation. Soon, everything from milk to sausage was being irradiated to 
provide the marvelous new vitamin. Attempts were made to asSay vitamin D 
preparations. Chemical methods proved impractical and various methods were 
brought forward for assay by means of curative effect of vitamin D on rickets 
in young rats. Several standard units were in vogue, and dosage could not pe 
readily converted from one unit to another. Many studies reported in the liter 
ature referred simply to cod liver oil, or irradiated milk (irradiated by the in- 
vestigator), neither of which was standardized. Yeast milk, obtained by feed- 
ing irradiated yeast to cows, had about the same potency for rats as irradiated 
milk. It was uneconomical, as the unitage in milk was about that per pound of 
cow, but it avoided tampering with milk, a legal question in some States, 

The confusion of unitage and efficacy which began in the late twenties con- 
tinued into the thirties. The first studies had been published with no knowledge 
of unitage; in later studies, the unitage might be given in rat units which 
differed from one investigator to another. As an example of the existing con- 
fusion, Alfred Hess, whose publications in the field of infantile rickets were im- 
pressive, published a series of articles stating that 1 rat unit of cod liver oil was 
equal to 4 of viosterol (irradiated ergosterol) for the infant, that yeast milk 
was more effective for the baby than cod liver oil, on a rat unit basis, and that 
irradiated milk was superior to all others, unit for rat unit of vitamin D. 

In the late twenties, after time out for a Ph, D. at Michigan, I returned to Iowa. 
Dr. Jeans and I were interested in the other burning question of the moment in 
the field of infant feeding. Was the curd or the buffer the important factor in 
causing the excellent utilization of Marriott’s acid milk formulas? The in- 
troduction of evaporated milk for infant feeding also needed study of its 
usefulness. One teaspoon of cod liver oil daily had been sufficient to make the 
babies studied by Dr. Daniels thrive—why use more? In all of these studies, one 
teaspoonful of cod liver oil was given daily to each baby. Fortunately, during 
these years, we used a cod liver oil from the same firm, standardized through 
the careful work of Dr. Bills. The milk studies showed all methods of curding 
equally effective for the baby, so by the early thirties the accumulated data were 
useful also as control studies for comparison of types of vitamin D. In 19384, 
the international unit for vitamin D came into use, and with it the hope that the 
confusion could soon be resolved. 

By now, the infant committee on foods of the American Medical Association 
was becoming involved in the question of efficacies of the various forms of 
vitamin D. They had succeeded in curbing the injudicious addition of vitamin 
D to foods, and had limited the seal of acceptance to vitamin D milk. But how 
to deal with these claims for the efficacy of the various milks was a real problem. 

Vitamin D milk had caught the public fancy, Viosterol, a concentrate of 
irradiated ergosterol (D.) in an oily medium, appeared on the market and also 
enjoyed wide popularity. Mothers were impressed with the fact that their 
babies no longer smelled like fish nor was their clothing stained yellow from 
spilled fish oil. 

Still the relative merits of the different forms and dispersions of vitamin D 
for the human infant were unsolved. To add to this confusion of dosage, roent- 
genographic diagnosis of rickets became ultrarefined, so that no two investigators 
seemed to have the same criteria for diagnosing rickets. The incidence of this 
nutritional disease was estimated all the way from 15 to 65 or more percent of 
the infant population of a given area. We, like many others, turned our atten- 
tion to unraveling the question of the efficacy of types (and dispersion) of 
vitamin D. We studied the effectiveness of the vitamin for retention of calcium 
and phosphorus and for linear growth of well infants closely housed and under 
complete control, Others studied efficacy of rickets prevention and rate of linear 
growth in larger outpatient groups. Interpretation of rickets prevention was 
difficult because of the different criteria used to determine presence or absence 
of rickets. In 1936, Dr. Jeans was asked by the committee on foods of the 
American Medical Association to review the whole subject critically. With 
the quantitative data from our own laboratory, he was able to show that 
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certain slight but well-defined changes at the epiphyses appear in the roent- 
genograms of infants receiving little or no vitamin D, are not seen in roent- 
genograms of infants receiving moderate amounts of vitamin D, about 100 i. u. 
daily, but appear again in infants given higher amounts of the vitamin and 
showing more rapid growth. Thus, interpretation of such roentgenographic 
changes cannot be made without more knowledge of the infant than can be 
gained from the roentgenogram alone, 

With this confusion of interpretation cleared, enough studies of standardized 
vitamin D milks, oils and concentrates were available to permit the conclusions 
that all vitamin D from animal sources had the same value for infants, unit for 
unit, whether it was given as fish liver oil, as the unsaponifiable matter from fish 
liver oil in a medium dispersible in milk, or as irradiated milk. This review also 
concluded that milk containing 135 i. u. of vitamin D to the quart would prevent 
rickets in infants when ingested in customary quantities by infants, but that 
this amount was close to the minimum requirements, whereas milk containing 400 
i. u. of vitamin D to the quart allowed a good margin of safety. 

By 1937, the committee on foods had become the American Medical Association 
Council on Foods, and extended its previous decisions to indicate that while 
vitamin D of vegetable origin (D.) might not be equal in efficiency to vitamin D,, 
for the infant, the differences were too slight to be significant in the prevention 
of rickets, retention of calcium and phosphorus, or linear growth. For these 
studies, each of the 2 types of vitamin D had been compared at 2 levels of 
intake, in milks containing 135 i. u. or 400 i. u. per quart. The question of con- 
centrated versus dispersed sources began to occupy the spotlight. 

The dictum of the council on foods that vendors of 400-unit vitamin D milk were 
permitted greater advertising claims than those selling 135-i. u. vitamin D milk 
sounded the knell for irradiated milks. Off-flavors developed when milk was 
irradiated to this high a potency. The expense of irradiation equipment and 
the easement of State laws, which now permitted the addition of vitamin D con- 
centrates to milk, also hastened the changeover. Soon all vitamin D milk con- 
tained 400 i. u. per quart. 

The decision of the Evaporated Milk Association to add 400 units of vitamin D 
per reconstituted quart to all evaporated milk without increase in price proved 
a significant public health measure. Evaporated milk was the cheapest depend- 
able source of milk for infant feeding. Its fortification automatically protected 
about three-fourths of the artificially fed infants in the United States against 
rickets. 

In the late thirties agreement became general that, on a unitage basis, vitamin 
D concentrates in oily mediums were not so effective for the infant as the dis- 
persed forms. Pharmaceutical firms heightened the search for dispersing agents 
which would make the fat-soluble vitamins miscible with water. 

Also, in the thirties, along with the studies on infants, Dr. Jeans and I man- 
aged to study the calcium and phosphorus retentions of children from 1 to 12 
years old. We found that, in each group, some children used these nutrients 
efficiently without added vitamin D while others needed the vitamin to ensure 
good retention. We could not tell from the appearance of any child which group 
he belonged to. The amount of the vitamin suitable for infants, 300 to 400 units 
daily, seemed to permit adequate retention in the less efficient children and to 
do no harm to the efficient ones, so we advocated the ingestion of that amount 
of vitamin D daily during the entire growth period, even though active rickets 
is rare past 2 years of age. 

Thus, the majority of the questions concerning requirement of various types of 
vitamin D during human growth were satisfactorily solved within two decades. 
The discovery of vitamin D, the later discoveries that there were several vitamins 
D, two of which were of practical importance, and the finding of a practical test 
for potency, the line test, all occurred in the decade of the twenties. 

The early years of the thirties were marked by rapid progress in the chemistry, 
physiology and requirement of vitamins D for various species, including man. 
The reckless irradiation of foods for the sake of advertising propaganda was 
brought under control by the new Committee on Foods of the American Medical 
Association. These years also were marked by confusion of unitage, of diagnosis 
of rickets, and of ideas concerning relative efficacy of the various forms of vitamin 
D. In 1934, the international unit for vitamin D was adopted. By 1937, the 
questions of efficacy of vitamins D. and D; were settled, and by 1939 there was 
general agreement that vitamin D dispersible in watery mediums was more 
readily available to the infant than the vitamin in a concentrated oily source. 
The controversies of the thirties were over. By the close of the next decade the 
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chief concern had become overdosage with fat-soluble vitamins highly con- 
centrated and in dispersible form. We had run full gamut. 


MepicaL STATEMENTS ON THE IMPORTANCE OF VITAMIN D FORTIFICATION or 
E\VAPORATED MILK IN THE BPLIMINATION OF RICKETS 


Dr. James R. Wilson, secretary of the Council on Foods and Nutrition of the 
American Medical Association, at the March 16, 1955, meeting of the evaporated 
milk industry, stated that the fortifying of evaporated milk with vitamin D 
has almost completely eliminated infantile rickets in the United States. 

Harold E. Harrison, M. D., of the Johns Hopkins University School of 
Medicine, in the Symposium on Homogenized Vitamin D Milk in Human Health, 
November 1953 Quarterly Review of Pediatrics: ‘‘There is no doubt that the 
clinical entity of severe rickets with its characteristic disfiguring and sometimes 
incapacitating skeletal deformities is now an uncommon disease, thanks to the 
widespread prophylactic use of vitamin D.” 

Journal of the American Medical Association, April 5, 1952: 


“RELATION OF VITAMIN D MILK TO INCIDENCE OF RICKETS 


“To those who remember the high incidence of rickets in the early twenties 
and before, the present situation in which there is almost a complete absence 
of rickets in the United States as a whole is little short of miraculous.” 

Journal of the American Medical Association, August 23, 1947: 


“CONTROL OF VITAMIN D MILK 


“To secure the seal of acceptance of the Council on Foods and Nutrition, they 
(the companies using the seal on their product) must at least twice yearly 
submit proof to the Council in the form of a bioassay attesting that the milk 
has been assayed by a reputable laboratory and found to be up to the required 
potency of 400 units of vitamin D per quart.” 

For a number of years all manufacturers of evaporated milk have used the 
seal of approval of the American Medical Association, and have satisfied the 
Council on Foods and Nutrition of the AMA that they have maintained a potency 
of at least 400 units of vitamin D per reconstituted quart. 


Senator Scorr. I want to thank all of you who testified this morning. 
At this point in the record I will insert a statement by B. W. Fair- 
banks, American Dry Milk Institute. 


STATEMENT FILep By B. W. FAIRBANKS, DrirecTOR, AMERICAN Dry MILK INSTITUTE, 
Curcago, ILL. 


My name is B. W. Fairbanks, director of the American Dry Milk Institute. | 
am appearing on behalf of the American Dry Milk Institute, which is a trade 
association of dry milk manufacturers with headquarters at 221 North LaSalle 
Street, Chicago 1, Ill. We represent over 240 manufacturers of nonfat dry milk 
solids, dry whole milk and dry buttermilk solids. Our members are both dairy 
farmer cooperatives and proprietary companies. 

The concern of the committee is the disposal of surplus agricultural commodi- 
ties, particularly those products which are currently held in storage by the 
Commodity Oredit Corporation and are currently being purchased under the 
support purchase program. We are, therefore, limiting our comments to the 
disposal of nonfat dry milk solids. 

The 83d Congress recognized that there was not sufficient authority to dispose 
of agricultural surpluses in an efficient manner. Accordingly they enacted Public 
Law 480, the Agricultural Trade Development and Assistance Act of 1954; 665, 
the Mutual Defense Assistance Act ; and 690, the Agricultural Act of 1954. These 
three acts provided authority for— 


1. Sales of surplus commodities for foreign currency (title I, Public 
Law 480). 

2. Previde for transportation to deckside of surplus agricultural com- 
modities for famine relief (title Il, Public Law 480). 

3. Provide for the repackaging, proeessing, and donation of surplus 
agricultural commodities to State and Federal agencies within the United 
States, and transportation to dockside for use by needy peoples overseas 
(title III, Public Law 480). 
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4. Provide funds for transportation overseas and distribution of agricul- 
tural surpluses to friendly peoples overseas (Public Law 665, sec. 509). 

5. Provide the Secretary of Agricuiture with broad authority for the 
disposal of dairy products domestically (Public Law 690, sec. 204). 

The stocks of nonfat dry milk solids owned by the Commodity Credit Corpora- 
tion on January 1, 1954, amounted to more than 430 million pounds. During 
1954 the total milk production reached an all-time high. Based on the purchases 
of nonfat dry milk solids during 1954 and the normal disposal (1953), the 
inventories of nonfat dry milk solids held by the Commodity Credit Corporation 
could have reached 882.4 million pounds by the end of 1954. Action of Congress 
last year enabled the Department of Agriculture to move over 200 million pounds 
more of nonfat dry milk solids during the last few months of 1954 into the 
diet of needy humans than was possible in the entire year of 1953. 

Most of the movement of nonfat dry milk solids has been accomplished under 
the provisions of title II and III of Public Law 480 and the financing of ship- 
ments under Public Law 665. To the best of our knowledge no sales of nonfat 
dry milk solids have been made under title I of Public Law 480. This is due 
to the complexities of the agreement arrangements which must first be con- 
summated. We have been advised, however, that there are several agreements 
in various stages of completion which will make it possible to sell nonfat dry 
milk solids under title I. 

There is attached a table which shows the movement and commitments of 
nonfat dry milk solids from the Commodity Credit Corporation’s inventories 
to various channels. At the end of 1953, their inventories amounted to 432.4 
million pounds: 91.8 million pounds at the end of 1954; and 77.2 million pounds 
at the end of February 1955. During this same period the Corporation bought 
on the support program 719.2 million pounds of nonfat dry milk solids. During 
1953 the monthly rate of utilization of nonfat dry milk solids by needy people 
was 16.2 million pounds; in 1954 it was 34.0 million pounds, and in the first 
2 months of 1955, 43.7 million pounds. 

The American Dry Milk Institute believes that the enactments of Congress last 
year were instrumental in solving this very serious problem of surplus stocks 
of nonfat dry milk solids. We anticipate during 1955 that our production of 
nonfat dry milk solids will be lower, our commercial sales higher, and the 
purchases of the Government materially less than 1954. The utilization program 
instituted by the Department and other agencies as a result of legislation last 
year should prevent the piling up of vast surpluses during the coming year. 
We are hopeful that our industry may be able to utilize title I of Public Law 480 
to its fullest extent, thereby not only reducing our surpluses, but building future 
markets as well. 


Movement of nonfat dry milk solids from CCC inventories * 
[Millions of pounds] 
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‘ Compiled from USDA reports No. 1744 and No. 2076 dated Jan. 12, 1955, and Jan. 10, 1955, respectively 
* Utilization includes actual movement plus commitments. 
* Feb. 28, 1955. 
Senator Scorr. If there is no objection, we will adjourn until 
Thursday at 10 a. m. 


(At 12 noon the committee adjourned until 10 a. m., Thursday, 
March 31, 1955.) 
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THURSDAY, MARCH 31, 1955 


Unrrep States SENATE, 
SUBCOMMITTEE ON Disposat or AGRICULTURAL SURPLUSES, 
SenaTE AGRICULTURAL AND Forestry COMMITTEE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 324 Senate Office Building, Washington, D. C., Senator Spessard 
L. Holland presiding. 

Present: Senators Holland, Scott, Young and Schoeppel. 

Also present: Sam Thompson, adviser to the committee. 

Senator Horzanp. The subcommittee will be in order. The first 
witness is Mr. Ernest Falk of the Northwest Horticultural Council. 

Mr. Fax. In addition to my statement, I brought copies of a state- 
ment of Mr. Alfred Tisch of the California Grape and Tree Fruit 
League of California and we ask that this be incorporated in the 
record, 

Senator Hotzanp. Without objection, the statement of Mr. Alfred 
Tisch, chairman of the export committee of the California Grape and 
Tree Fruit League, will be incorporated in the record at this point. 


STATEMENT FILED BY ALFRED TISOH, CHAIRMAN, Export COMMITTEE, CALIFORNIA 
GRAPE AND TREE FRUIT LEAGUE, AND COOWNER, MILLS ORCHARDS Co., HAMILTON 
Ciry, CALIF, 


My name is Alfred Tisch and I am residing at Hamilton City, Glenn County, 
Calif. I am coowner of the Mills Orchards Co. and other orchard and farm- 
ing enterprises at Hamilton City, Glenn County, as well as in Butte and Fresno 
County, Calif. 

We are producers, packers, and shippers of deciduous and citrus fruits and are 
also growing almonds, walnuts, and other agricultural commodities. 

The following testimony is presented on behalf of myself and associates as 
well as on behalf of the California Grape and Tree Fruit League, 717 Market 
Street, San Francisco, Calif., a nonprofit organization representing approximately 
80 percent of the fresh, deciduous fruit and table grape growers and shippers 
of California. I am serving as vice president of that organization and chairman 
of its export committee. 

Myself and associates have, for many years, been actively engaged in the 
export of California fresh and dried fruits as well as fruit juices and concen- 
trates. 

Last summer, I served as a member of Secretary Benson’s Latin American 
Agricultural Trade Mission and at the present am a member of the National 
Advisory Committee for Foreign Trade in Fruits and Nuts. 

Two years ago, I made an extensive trip through Europe, and many of my 
observations are based on personal experiences abroad. 

With regard to H. R. 1, I am certain that as far as United States fruits and 
fruit products are concerned, we would only defeat its purpose as long as recipro- 
cal-trade treaties actually serve only as a one-way street to unilateral vehicles, 
and as long as our commodities are subjected to aggressive discrimination as 
has been the case in ever-increasing measure since World War II. 
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H. R. 1, if passed, must therefore definitely include a provision that will 
eliminate all such discriminatory actions on the part of those countries who 
would benefit from an extension of H. R. 1. 

The committee’s attention is respectfully directed to the recent GATT nego- 
tiations. If I interpret an article in the Journal of Commerce on March 18, 1955, 
and March 22, 1955, correctly, the United States fruit and grape grower, packer 
and exporter has new reasons to be concerned about the already dim prospects of 
increased fruit exports to our former historical markets. I am quoting from 
the article of March 18: 

“The United Kingdom gained approval of two special provisions—an imperial 
preference waiver and a colonial waiver. 

“The imperial preference waiver permits the United Kingdom to grant pre- 
ferred rates within the Commonwealth on any commodity that currently is not 
bound or that becomes unbound in the future if the OTC finds that the preference 
will not result in a diversion of trade to a Commonwealth country. 

“The United Kingdom asked for the waiver chiefly to gain special benefits 
for some 20 fruits and vegetables, including potatoes, strawberries, and cabbage. 

“The requirement that the OTC must approve any preference waiver is ex- 
pected to ban buying shifts such as an increased purchase of Canadian apples— 
or South African oranges—at the expense of United States growers. 

“Subsidies by the United Kingdom to colonial producers are to be treated in 
the same way that subsidies to domestic producers are treated. The waiver also 
permits the imposition of countervailing duties on imports that are injuring 
imports from the colonies and permits the use of escape-clause procedures to 
help colonial producers retain their places in the United Kingdom market. 

“The United Kingdom wanted the colonial waiver more for political reasons 
than for its economic usefulness as a protective device.” 

If the report in the Journal of Commerce is factual, it is almost a foregone 
conclusion that the United States has lost all opportunities to regain at least 
a reasonable access to its former historical markets for fruit and fruit products, 
whether fresh, dried or processed. 

Prior to World War II, exports of fruit and fruit products ranked first 
among all food exports from the United States and were the third most im- 
portant agricultural export commodity, exceeded only by tobacco and cotton. 
Today, with United States production of fruits having increased from an average 
production of 13,200,000 tons in 1935-39 to 16 million tons in the last 5 years, 
our fruit exports are only a trickle, and would be even less were it not for some 
occasional assistance in the form of export subsidies. How insignificant export 
subsidies for fruit and fruit products are can be gleaned from the fact that 
the total of all such subsidies from section 32 funds for the years 1936 to 1952 
inclusive amounted to-only $56,738,825. (See attached tabulation from USDA.) 

From 19384 to 1938 average exports of United States fresh deciduous fruits, such 
as apples, pears, grapes and plums, composed 27 percent of the world’s trade 
in these commodities. 

By 1951 such exports had shrunk to 12 percent. 
By 1952 such exports had shrunk to 10 percent. 
By 1958 such exports had shrunk to 9 percent. 

And yet during recent GATT (Geneva Agreement on Tariffs and Trade) con- 
ference, Italy, Cyprus, South Africa, and British West Indies challenged the 
United States export subsidy program on oranges, for instance, shipped to the 
United Kingdom and other European countries. 

The United Kingdom, France, Belgium, Holland, and Germany were important 
purchasers of apples, pears, grapes, dried fruits, citrus fruits, and canned 
goods. Agreements were made granting some concession on imports of apples 
and pears. These were, however, almost immediately nullified by refusing im- 
port licenses, exercise of stringent exchange controls, often long after the need 
for currency conservation was justified. 

While the United States faithfully stuck to the principle of multilateral trade, 
these countries blithely disregarded GATT and reciprocal trade agreements and 
entered into as many, it is reported, as 400 different bilateral trade agreements, 
not infrequently with Iron-Curtain countries. Many of these bilateral trade 
agreements resulted in restrictions of United States fruit exports. 

Inasmuch as a large portion of international trade is still under direction 
of government, it is obvious that United States Government assistance is essen- 
tial in order to remove these artificial trade barriers. 

Fruitgrowing in European and colonial countries under the impetus of re- 
strictions against our commodities has become very profitable in the last 10 
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years, frequently at the expense of the European consumer. _Consequently 
pressure by foreign producer groups on their governments to limit competition 
from United States fruits continues at an alltime high. _ 

United States fruits are not only handicapped along with industrial goods due 
to currency devaluation, but there are special devices to eliminate us in the field 
of free competition. bod : 

There is the fruit bonus dollar scheme, requiring high premium payments by 

Y n importers. 
eNonited Kingdom delay of licensing until colonial and Commonwealth coun- 
tries have booked available shipping space to the United Kingdom. 

Excesively high duties on the one hand and empire preferential rates on the 
one use of multiple exchange rates to make fruit purchases from the United 
States more costly. 

The granting of export incentives. 

Most fruit-producing countries provide assistance in one form or another to 
encourage the exports of frutis and fruit commodities. A summary of fruit com- 
modities exported by the United States is provided in the schedule on the follow- 
ing pages. ‘ . : 

The types of incentives contained in the schedule do not include all of the 
forms of encouragement provided for many of the fruit export industries. Some 
importing countries provide benefits indirectly to certain exporting countries 
through limitations on imports from competing countries. France, as an ex- 
ample, encourages Moroccan citrus exporters through limiting Spanish citrus 
exports to France during the height of the Moroccan shipping season. Also, the 
United Kingdom affords some market protection for fruit exported. from British 
Commonwealth areas through prohibiting or restricting imports from competi- 
tive areas, especially the United States. 

Seme. of the fruit-exporting countries exempt experts of..fruits.from certain 
export taxes which are levied on practically all exports from those countries. 
Also, the exportation of fruits from many countries, particularly those in the 
British Commonwealth, are marketed through or with the assistance of market- 
ing boards which often control the rate of shipment or negotiate prices in export 
markets. Some examples are: 

Citrus fruits 

South Africa: Exceptionally low ocean freight rates, made possible by long- 
term contracts entered into by the Union Government and shipping lines. 

Trinidad: Low-interest crop loans and financial assistance to a cooperative 
association granted exclusive export rights.””” 

Italy: Exemption from the 3 percent turnover tax on the sales price. Also 
exemption from the turnover tax on packages. 

Turkey: Export subsidy payment of from 25 to 50 percent of the export price. 

Israel: Subsidies through the payment of premiums above the official rate of 
exchange. All sales controlled by a citrus marketing board which establishes 
local price higher than the export price. 

Brazil: Preferential exchange treatment permitting exporters to retain and 
sell on the free market 50 percent of foreign exchange earned by exports. 


Fresh apples and pears 

France: Reduction of 30 percent in freight rates for exports in carload lots. 
Exporters permitted to retain 3 percent of their dollar earnings. Exporters 
allowed reimbursement of 3 percent of production and transaction taxes, and 
of certain social security and payroll taxes. 

Yugoslavia: Exporters granted the right to use or sell at the free rate 50 
percent of exchange earnings. 

Turkey: Export subsidy payment of from 25 to 50 percent of the export price. 

South Africa: Entire supplies purchased from growers by Dried Fruit Board, 
which in turn handles export trade. 

Australia: Commonwealth Dried Fruits Control Board controls enable effec- 
tive operation of two-price system, with domestic prices maintained above world 
price levels. 

Turkey: Export subsidies of from 25 to 50 percent of the export price are 
authorized for dried prunes. 


Canned fruits 


Australia: An export rebate equal to the difference between the net Australian 
price of sugar and the price at which the cheapest available foreign sugar could 
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be landed in Australia free of duty. In addition, funds at times are authorized 
to promote sales of Australian fruit products in overseas markets. : 

As an example of British discrimination, the following are excerpts from testi- 
mony given recently in Washington by Ernie Falk, secretary-manager and at- 
torney for the Northwestern Horticultural Council: 

“About August 30, 1954, the United Kingdom announced that import licenses 
would be issued for a limited quantity of North American apples. The allocation 
between Canada and the United States was not announced. Presumably, his- 
torical exporting experience should have been considered in the light of the Loan 
Agreement of 1946 and GATT. 

“The following table shows exports of apples from Canada and the United 
States to the United Kingdom: 


Value from— Percent of value from— 


United 
States 


Percent 
55.9 
44.8 
50.9 


“The reduction in the United States volume and percentage during the 1935-29 
period was due to the Empire preference established by the United Kingdom 
at that time. 

“When the United Kingdom finally announced the issuance of licenses for this 
season, 60 percent of the dollars were made available to Canada and only 40 
percent to the United States—despite the fact that Canada’s supply of export 
specifications was only about one-half of normal due to the effect of hurricanes 
in Nova Scotia, whereas the United States crop was almost normal. 

“On the basis of the value of imports as shown above, at least as much should 
have been allocated to the United States as to Canada. But we were given only 
two-thirds as much as was allocated to Canada. 

“Licenses were issued in early October for the importation of $2,520,000 of 
apples from Canada. One-sixth of these could be imported during December 
for the Christmas trade, and the balance after January 1. 

“Licenses for the United States apples were withheld until November 2, when 
licenses for the importation of $280,000 of United States apples were issued. 
This did not allow adequate time to conclude sales and to pack and ship the 
fruit for December 1 arrival. 

“On January 3, 1955, a procurement authorization was issued by the Foreign 
Operations Administration for $1,400,000 of apples under section 402 of Public 
Law 665, but licenses were not issued by the British until January 18 due to a 
controversy with FOA over the transportation requirement in the procurement 
authorization. The net result is that the Canadian exporters had an oppor- 
tunity to make sales, book steamship space, and make orderly shipments of the 
last five-sixths of their movement during December and early January while 
the United States producers’ hands were tied. The United States producers 
were discriminated against in the small volume of dollars allocated and also 
in the timing of the transaction. 

“This experience is nothing new. We experienced a similar discrimination 
from the United Kingdom when they bought apples from Canada in the fall of 
1950 and refused to buy any from the United States until heavy pressure was 
applied by our Government in January 1951. They successfully delayed issu- 
ance of the necessary permit until most of the available shipping space (refriger- 
ated) had been reserved by Canadian shippers, and then issued permits for less 
than half of the volume imported from Canada. 

“That season (1950 crop) more than 1,500,000 packed boxes of Washington 
State apples were dumped in the sagebrush because there was no sales outlet 
for them, although there was a great demand for apples in the United Kingdom 
and France.” 

“It is important to remember that United States fruits and fruit products are 
not involved in any surplus dumping scheme. Specific varieties were especially 
planted for export and are grown and packed to conform to export specifications. 
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Senator Knowland, as far as I know, was the first United States legislator to 
call this grave situation to the attention of the United States Senate when he 
82d Congress developed the MSA of 1952. You will note from the attached 
excerpts of his remarks that 46.2 percent of Pacific coast winter pears moved 
in export channels before World War II, whereas today only a small fraction 
of the prewar export volume is being accepted abroad. 

The figures compiled by the Foreign Agricultural Service of the USDA, which 
are attached hereto, are most significant. 

Note imports of fresh apples into the United Kingdom from the United States 
dwindled from an average of 3,745,000 bushels during 1934-38 to 1,000 bushels in 
Tred pears from 1,235,000 bushels to 1,000 bushels for the same period. 

Fresh grapes from 14,232,000 pounds to 8,000 pounds. 

Dried apples to Europe from 12,769 short tons to 470 short tons. 

Dried apricots from 12,059 tons to 2,173 tons. 

Dried prunes to Europe from 79,409 tons to 32,784 tons. 

Dried prunes worldwide fell from 96,313 tons to 42,337 tons. 

Dried apricots to Germany fell from 1,466 to 32 tons. 

Contrast these low 1953 imports into the United Kingdom with the following 
quantities of fruit, which in the opinion of British importers could be exported 
from the United States if restrictions on imports were removed, currencies were 
convertible, and prices competitive. The data given are from a report of Dr. 
Fred Motz, fruit specialist of USDA in London under date of June 9, 1953 entitled 
“The Marketing Outlook for United States Fruit in Western Europe.” 


Estimated annual average volume, 1958-58 


I frequently have been asked both at home and abroad, “Why can’t you over- 
come these trade barriers?” 

Abroad I have often been told, “It’s your own people in Washington,” but I 
find it difficult to point a finger at an individual, governmental agency, or a 
specific situation. 

I am convinced that the FAS in the USDA wants to help the United States 
producer exporter, but concrete results of such desire is difficult to produce. 

I am equally convinced that much of the problem lies in overlapping and 
conflicting interest not only within the Department of Agricuiture, but between 
different departments and agencies of the Government itself. 

Thank you for giving me the opportunity to present this testimony for your 
consideration. 


Export DATA PRESENTED BY UNITED STaTes SENATOR KNOWLAND DuRING 
HEARINGS ON MSA ApPRoPRIATIONS—H. R. 5684, 82p Concress 


The values shown below are the average exports for the 10 years 1929-30 to 
1938-39 (F. A. Motz, January 1945) : 


The total value of fruit and preparations (average for same period given 
above) is $89,648,000; total for vegetables and preparation, $12,658,000. 
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United States estimated total exports of pears by varieties, July to June 1934-35 
to 1938-39 


(Thousands of boxes] 





255 


353 
917 


Average 452 
Percentage of total......___. | 


1 Includes Bosc and other minor varieties. 

2 — to be the difference between estimated late pear exports and total exports. Includes some 
eastern pe: 

; Cenverted to bushels of 50 pounds. 

Source: Compiled from data prepared by S. I. Katz, Office of Foreign Agricultural Relations, U. s. 
Department of Agriculture, F. 8. 84, October 1940, 


United States—Percentage of total reported shipments of Pacific coast late pears 
that moved into export by principal districts, 1934-35 to 1938-39 


{ | | on 
| j | Average 
District 1934-35 | 1935-36 | 1936-87 | 1937-38 | 1938-39 [1934-35 to 
| 1938-39 


caked q sae wsdl Eat 
California: All districts 3. 4. .3 | 81.4 67.8 
Ouagon: 
edford__- anes taneeiiens . 20.5 | 1 | : 23.9 
Hood River... oewovs Nests . 6 : ; : 30.5 


‘ veilins eS - . , . 62.4 
Wenatchee ___. ie a0 aie , ; : 38. 33.0 


Total Pacific coast..__._...-__--..-- i 





Source: Compiled from data ue, propared. by by Fok x Katz, Office of Foreign Agricultural Relations, U. Ss. 
Department of Agriculture, F. 8. 84, October 


United States—EHxport shipments of Pacific coast late pears by varieties and 
producing districts, average 1934-35 to 1938-39 


Total Pacific coast Percentage of total exports originating in— 


Oregon Washington 


riences 

al c 
Hood 
Medford River 


1, 861, 875 


191.1 percent of Hardy crops and 74.1 percent of the Nelis crop exported. 

Nore.—These figures represent 92.9 percent of the crop; the balance * _ reported. Compiled from 
ss Braynty eS I. Katz, Office of Foreign Agricultural Relations, U. 8. Department of Agriculture, 
8. 84, October I 
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Summary of United States exports’ 


FRESH PEARS 
{1,000 bushels] 


Year beginning July 1 
| Average, |. indisnshicbianabiaaihitin 
1934-38 
* 1946 1950 1951 1952 


2, 008 1, 270 7 18 
153 275 36 266 
486 609 172 365 





Europe. .. 
Latin America _- 
Other countries - 


2, 647 2, 154 679 
FRESH GRAPES 
[1,000 pounds} 





Ruarepe.- .. £iv------5- 16, 595 3, 170 192 374 
Latin America... ...-. : 6, 412 13, 939 20, 23, 099 24, 676 
Other countries 30, 806 56, 073 38, 82, 787 91, 169 

Total... 53,813 | | 72, 182 0, 106, 078 116, 219 


FRESH APPLES 
[1,000 bushels] 


8, 563 | 2, 956 , 415 


Latin Ameriea...........---- cf 455 | SGN 813 
Other countries a el 999 1, 325 | 813 


TOC ssi dan -- 2 ape bs 10, 017 5,179 [ 3, 041 
FRESH PLUMS AND FRESH PRUNES 


Europe. ....-. ‘ 3, 747 | 6, 310 29 9 | 24 
Latin Ameriea...._.........-- ; 73 844 2,074 1, 965 2, 905 | 1, 371 
Other countries___........_-.-_- ans | 8,845 13,756 | 5, 964 | 7,865 |' 8, 822 


10, 217 


| 13,436 | 22.140] 7,958 10,779 
; | | i 


FRESH ORANGES 





> = 


Latin America... .........--- i acladiall 5 | 78 | : 91 
Other countries. ____.- . 3, | 35 3 3, 994 
i 
| 





PO ccoduibes sci 6, 663 


1 Source: Information and Data Relating to Foreign Trade in Fresh-Processed, Citrus and Deciduous 
Fruits, USDA, FAS, Fruit and Vegetable Division, October 1954. 


60149—55—pt. 2——26 
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Summary of United States exrports—Continued 
DRIED FRUITS 
[Short tons] 


| 

Year beginning July 1 
Average, 

| 1934-38 
| 


1950 | 1951 | 1982 


| 
DRIED APPLES 
} 


j | i | 
Europe... 990 | 3,214 | 
Latin America 85 87 O4 


Other COURNGR a in wc weveece wes sce sede’ i 25 | 219 | 


| 1,102) 3,527 


DRIED APRICOTS 
Vo pth dpbbeiOe. kaa eowalbel 1, 292 | 592 

Latin America 290 114 | 165 | 
Other countries | | 838 | 672 

2, 244 


DRIED PEACHES 


Europe. .... bicneasuh Seen iae at See i 1, 360 
Latin America } 96 
Other countries ; 274 





pe 
Latin America 
All other countries 

















CANNED GOODS 
[1,000 cases] 


APRICOTS 


All countries 


GRAPEFRUIT : 
Wurepe . 5... 1lb ec ash hadue badpeotus cafe 
All other countries 


pe 
Latin America 
Other countries 
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United Kingdom imports 
FRESH APPLES 
[1,000 bushels} 


| Average | 1946 1950 1951 | 1952 | 1953 


Country of origin 


United States--.-.-.------ a-----+-"--- 3, 74 ; 631 793 
Canada---..----.~------ ona ee~ae------- 5, : 1, 131 695 | 
All other countries. -.-- 7, 206 5, 503 | 


Total...-.--« hdioe ; hakatesdl 14, 611 4, 20% 9, 058 | 


I 


FRESH PEARS 





United States.....--.-------- 1, 235 | 384 | 1| : 
1, 678 | 3, 680 3, 020 1,$ 2. 400 


All othe? GUUNMNEE... on -o020e ooo 1,407 | 


Wet botanic is a aD 2, 642 | 2, 092 | 3, 681 


3, O21 | 1,918] 2,401 


GRAPES 
{1,000 pounds] 


United States........-- 14, 232 | 7 
South Africa... eno wiles "mS 18, 2 is, e709 
All other countries 24, 871 | 27, 61 938 | 29, 946 


48,115 | 30,216 | 45, 625 





| 


ORANGES 
[1,000 boxes] 


| ie 
eek ek ie, 5 
10, 751 12,665 | 10,316 13, 425 
—— ee fee 


10,751 | 12, 665 10, 316 | 13, 430 


18 


8, 
8, 51 


DRIED PRUNES 
[Short tons] 








RAISINS 


23, 364 25, 398 39, 981 
65, 798 47, 703 


91, 196 87, 684 
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Fruit imports into Germany 
FRESH APPLES 
[1,000 bushels} 


| 
1934-38 | 


Country of origin A verage 


1946 





United States... 896 a 
Italy 1,093 |_. 
France __.. 1, 319 

All other countries... 3,041 |_. 


rotal 6, 349 | 


DRIED APRICOTS 


[Tons] 


United States __- 1, 466 
All other countries_. 5, 213 | 


rotal otal i 6, 679 
DRIED PRUNES 


United States... hans 5, 630 
All other countries .. 14, 685 


Total yoos 20, 315 


Fruits shipped under export subsidy program, fiscal 1936 to 1952, 


Apples___---- Siig $9, 462, 358 
Apricots 148, 663 
Citrus rice. ..-- 35, 400 
Citrus salad 40 


Grapefruit juice 

Grapefruit 

Grapefruit/oranges 

Lemons, fresh 4 295, 973 Total 


Senator Hotzanp. All right. Proceed. 


STATEMENT OF ERNEST FALK, MANAGER, NORTHWEST 
HORTICULTURAL COUNCIL, YAKIMA, WASH. 


Mr. Faux. I am appearing here today on behalf of the Northwest 
Horticultural Council, which represents the apple and pear growers 
and shippers in Washington and Oregon, representing approximately 
9,000 growers. 

The Oregon and Washington apple and pear industry has been 
interested in exports for many, many years. Some varieties were 
planted specifically for the export market. And through the period 
from 1923 through 1938, annually about 13 million bushels of apples 
were exported from the United States. From 1947 through 1951 


that figure declined to 234 million bushels annually which repre- 
sented about 21 percent of the earlier figure. And exports for 1952 
and 1953 were even lower, ed 11 percent of the base period. 


Our exports to the United Kingdom and Western Europe, which 
were our principal markets, declined even more severely; they were 
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about 12 percent for the 1947-51 period; the last 2 years were only 
about 1 percent of that 1923-38 average. 

There are tables annexed to the statement which do show the actual 
movement to each of the various countries. 

Senator Hontianp. Do you later in your statement explain what are 
the reasons for that tremendous drop in your exports to Western 
Europe ¢ 

Mr. Fatx. Yes, I do. Senator. They are listed here. First, de- 
cline is not due to a lack of demand. Dr. Motz of the USDA Foreign 
Agriculture Service has made a study of the potential market there 
and he has reported there is a demand equivalent to that of prewar. 

We had industry people likewise going to Europe and they have 
come back with the same conclusions. And the small volume of fruit 
we have been able to export has passed through the market bringing 
the importers terrific profits. And unless there was a demand, it 
would not have brought those high prices. So that we feel that the 
decline is due to artificial trade barriers that have been imposed by 
foreign governments. 

Senator Horzanp. You mean that the very small shipments you 
have been making in recent years have brought unusually high prices 
and have generally been prices received in fruit auctions ? 

Mr. Fa.x. Entirely in the United Kingdom across the auction. 
And it entailed a profit of almost, 100 percent for the importer of what 
they paid us for the fruit. 

Senator Horzianp. Did you fully fill the volume of shipments that 
you were permitted to make? 

Mr. Fatx. Every year except this last season we did. I do not 
have the total figures for the exports to the United Kingdom this 
year. But we had a shipment during the spring of 1951, another 
during the spring of 1952; in each instance we met the full amount 
of the quota that they allocated. 

Senator Hornanp. What about 1953? 

Mr. Fatx. There were no exports at all during that season. Nor 
in 1954. In speaking of those years, we have to be careful as to 
whether we get into the calendar or crop years. From the 1950 crop 
year we had exports in January of 1951. From the 1951 crop year 
we-had exports in January and February of 1952. 

Senator Hotzanp. In both of these cases you completely filled the 
licenses or allotments or the permitted volumes which were accorded 
to you by the United Kingdom? 

Mr. Fatx. We did that, and we were anxious to export consid- 
erably more. In fact of the 1950 crop we had about a million and a 
half boxes that were packed, wrapped, placed into cold storage for 
which there was no market and they were dumped out in the desert 
in the sage brush. They were very anxious to export that year. 

Senator Hotzanp. Did you endeavor to secure export licenses for 
that part of the crop that you say had to be dumped ? 

Mr. Fatx. We did very strenuously. We had representatives who 
went over to the United Kingdom, talked with them there. We 
worked through ECA here, through the Department of Agriculture; 
we contacted the Department of State. In fact, we had a terrific 
struggle to get any licenses at all. The British bought apples from 
Canada in the fall of 1950 and ignored us. And then when pressure 
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was put on by the United States Government, they did agree in Jan- 
uary to take some but at that time the amount of shipping space was 
limited, and they arbitrarily fixed the volume and we were anxious to 
ship twice as much as they, or three times as much as they did take. 

Senator Hotianp. You may proceed. 

Mr. Farx. The artificial barriers that denied us access to the United 
Kingdom and to the other European countries we have listed as first, 
the refusal to issue import and exchange licenses. 

Senator Hottanp. You mean you were not permitted to move freely 
into the United Kingdom and some of the other European markets 
because you can move in only on import and exchange licenses? 

Mr. Fark. That is right, Senator. 

Senator Hotzanp. Issued by the government? 

Mr. Faux. The governments of those countries. 

Senator Hotianp. All right. : 

Mr. Fax. And some years when they issued licenses they were in 
such a small volume that we were unable to do anything near the 
amount of business that could have moved if there had been unre- 
stricted movement. 

Senator HoLttanp. You filled that volume in toto? 

Mr. Faxx. We filled the volume to the United Kingdom in total. 
To other countries it was generally the same. But the volume was 
restricted. The third is the delaying issuance of licenses until so 
late in the season that fruit could not be shipped. For example, just 
this past season France issued licenses on the 10th of March, a normal 
shipping season would be for arrivals over there about the 1st of 
December, the middle of December. So for shipments this season 
when licenses were issued on the 10th of March, it would have been 
the latter part of March before shipping space would be available 
arriving the 1st of May which was so late in the season for pears that 
our shippers felt it would be foolish to ship them because the quality 
would not be good that late in the season. 

Senator Hotianp. “The issuance of licenses to ship pears picked the 
fall before in March or the following spring was almost adding insult 
to injury, was it not ? 

Mr. Fax. Getting pretty close to it. 

Senator Hotzanp. All right, go ahead. 

Mr. Fax. The fourth ground, exorbitant premiums required to 
be paid by foreign importers to acquire dollars, through devices such 
as bonus dollars, switches, and complicated expensive barter trans- 
actions. 

In 1950-51 season, the importers in France would have had to pay a 
premium of about 100 percent for the dollars. 

Francs were 350 francs to the dollar. 

In order to obtain dollars for the importation of fruit, they had to 
pay as high as 800 francs in order to bring the fruit in. That situa- 
tion has improved. This year for the French licenses, I do not have 
the exact figure before me, but it enteiled a premium of about 57 
cents a box on either apples or pears, in order to get the license permit 
which was in addition to the lar import duty. 

Senator Hotzanp. You speak now of the licenses that were issued 
in March of this year. 

Mr. Favx. The licenses that were issued in March of this year. 
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Senator Hotianp. Has the operation of Public Law 480 passed last 
year made it more ar to meet this exchange problem which you 
have just mentioned ? 

Mr, Fatx. Public Law 480 until recently has not been of any assist- 
ance to the fruit industry. We did have a movement to the United 
Kingdom under section 402 of the Mutual Security Act, and we had a 
movement of approximately five to six hundred thousand boxes of 
apples to the United Kingdom. But until very recently, it is my 
understanding that the Department of Agriculture would not or had 
not authorized the movement of fruits under Public Law 480, hoping 
that they would move under section 402. 

Senator Hottanp. You understand now, do you not, that the De- 
partment of Agriculture has within the last 10 days ruled that fruits 
can, when they are declared surplus, move under Public Law 480? 

Mr. Faux. Yes. 

Senator Hotztanp. They have declared surplus raisins, grapefruit, 
and prunes. 

Mr. Faux. Yes. 

mee nd HoixiaNnp. Have they yet declared surplus either apples or 

ears 
7 Mr. Faux. Apples were declared surplus earlier under the section 
402 and I believe pears were also under 402. But it is too late for us 
now to export under 480 for this season. 

Senator Hotianp. You understand, however, that the logjam has 
been broken with reference to the shipment of fruits under Public 
Law 480 in the future? 

Mr. Faux. We were very happy when that was accomplished. We 
understood that was largely through the efforts of yourself and this 
committee. We in the Northwest certainly appreciate what the com- 
mittee did for us in that particular. 

Senator Hottanp. The committee has very aggressively called to the 
attention of the Department of Agriculture that the Senators and the 
Representatives who are from areas that produce fruits of various 
kinds had no idea that Public Law 480 would be applied only to basic 
crops, but understood clearly that it would be applied equally to every 
agricultural commodity which was in surplus, and the Department of 
Agriculture has, as I have just stated, now ruled that fruit and fruit 
products do come under Public Law 480 as to those fruits and fruit 
products that are ruled to be in surplus, and has ruled some of them 
to be in surplus for the purpose of Public Law 480. 

I have no reason to ees that they will make any difference 
between fruits and fruit products. In other words, that in every in- 
stance where a particular fruit or its products are found to be surplus 
on the domestic market, they then may be moved under Public Law 
480. 
Mr. Faux. We were very hopeful that that will increase the move- 
ment of fruit, although we do have a certain measure of concern over 
the surplus problem. 

Our echleni-we can boil it down to this: If we had an oppor- 
tunity to trade, starting at the start of the season, then we could avoid 
a surplus condition developing. 

Senator Hotianp. In other words, you would like for the explo- 
ration in each case as to whether there is a surplus to take place prior 
to your shipping season ? 
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Mr. Fax. That is exactly it, Senator. 

Senator Hotzianp. There has been no difficulty on the part of the 
trade to know in advance when it has a surplus, has there? 

Mr. Fax. None whatsoever. Actually on the apples and pears, 
we have this situation. We have certain specifications that we call 
domestic, that they want in the domestic market. We have a small- 
size apple that is not in particularly good favor in the United States, 
that is the one they want abroad. ey paid the same amount of 
money for boxes of it abroad prewar as the United States would 
pay for a larger size. But the United States does not seem to want the 
small ones. ‘They both grow on the same tree. Therefore, the market- 
ing is complementary, the large and medium size are sold at home 
and the smaller ones are sold abroad. So irrespective of the size of 
the crop, we would have this surplus if you choose to call it that, of 
export fruit that is wanted abroad where there is a normal market 
for them. 

Senator HoLtanp. You mean you would have every year sound fruit 
which was undesirable for use on the local markets but was needed 
and wanted on foreign markets? 

Mr. Faux. That is right. While the total United States crop might 
not be larger than average, nevertheless there was a surplus if you 
choose to call it that of these export items. 

Senator Ho~ianp. Did you call that to the attention of the authori- 
ties of the USDA? 

Mr. Fain. That has been consistently called to their attention. 
And I think the USDA generally, we have felt, has been sympathetic 
to our problems. We have particularly in foreign agriculture, in the 
foreign agriculture service within the last year we have been very 
well satisfied with our contacts with Mr. Lodwick and with Mr. Rubel. 
We think they have been working conscientiously in trying to help 
us to get entry into these markets. 

Senator Hotianp. You spoke a little while ago of the fact that you 
had certain varieties of fruit that were planted specifically for the 
export trade. Is that fruit which produces a product that will hold 
up unusually well? 

Mr. Faux. Long-storage fruit. 

Senator Hot.tanp. What types of apples? 

Mr. Fax. Predominantly Winesap and Newtons. They are called 
Albemarle pippins or pippins in the Virginia area. It is a green or 
yellow apple. e Winesap is a red apple. 

Senator Hottanp. You planted them in years of your good trade 
prior to 1938 to meet the export demands at that time and that you 
anticipated would continue into the future; is that right ? 

Mr. Farx. That and for the domestic markets for the long-keeping 
fruit because there are certain varieties that will move during the 
fall. Others during the early winter—these varieties would keep 
through March, April, and May. Last year we were selling apples 
as late as August. They were exceptionally good keeping quality that 
year. 

Senator Hottanp. But the amount of your planting of those long- 
keeping varieties was predicated at least in considerable part upon 
the demands in the foreign markets that had existed prior to World 
War IT? 

Mr. Farx. That is correct, sir. 
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Senator Hotzanp. And which you were allowed to fill at that time 
with substantial shipments / 

Mr. Faux. Yes, sir. 

Senator Horzanp. Did I understand you correctly to the effect 
that your shipments in 1951 and 1952 which you say were much 
smaller than you wanted and could have made to the United Kingdom, 
were sold entirely on auction market and without benefit of any 
support price or support-price program ? 

Mr. Fak. On both of those seasons we had an export payment 
program which reduced the price to the foreign buyer. They were 
sold across the auction in the United Kingdom without regard to any 
maximum price. In other words, they sold for whatever the trade 
was wae pay for them. And the returns in 1 year netted the 
importers better than a pound, $2.80 profit per box. There was a 
subsidy or export payment program that year which contributed to 
it. But even if it had not been for that, there would have been a 
very handsome profit where before the war, if they made a couple 
of shillings per Pix it was considered a reasonable return. 

Senator Hottanp. You mean that they were getting an export pay- 
ment out of section 32 funds? 

Mr. Favx. Yes, out of section 32. It probably was not needed in the 
United Kingdom that year, but on the other hand, into France where 
they paid a premium, roughly 800 francs for a dollar, where par was 
350 francs, the importers there—the same was true in Germany, our 
export payment program really went to offset the premium that they 
had to pay for dollars there. 

Senator Hottanp. All right, sir, proceed. 

Mr. Fark. I might add this one point. Of course, there is a pro- 
duction of apples and pears in various European countries. Their 
varieties are largely varieties that do not have the keeping quality of 
our Newtons and Winesaps that you inquired about. 

So there is a spot after their fruit should be marketed where there 
would be a real demand for our United States apples and pears. 

As a result of these arbitrary barriers created for protection, (a) 
on the part of the grower who wanted to preserve this wartime monop- 
oly, and (6) asa result of various bilateral agreements where England, 
France, whoever it might be, would make an agreement they would 
get their apples from Italy or some other country, in return for direct 
trade there. 

The result was that some importers had become established who 
were importing from let us say, Italy and therefore, they would be 
opposed to letting any apples come in from the United States which 
would be in conflict with theirs, ‘So there were these pressures upon 
the foreign governments which resulted in creating the barriers and 
as we see it, the only way that those can be met is simply by positive 
action by the United States Government, to insist that we have rea- 
sonable competitive access. 

We have been very concerned for fear if we were excluded from 
those markets too long, we would lose them permanently because new 
patterns of trade are being established, importers would make their 
arrangements to get fruit elsewhere, would not have the contact with 
the United States. We feared for a while that it would be true with 
the consuming public, they would get accustomed to Italian or con- 
tinental apples whatever they might be, and not be interested ‘n 
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United States apples but they still do remember the quality of them, 
as en by the reception given them when they moved across the 
market. 

Senator Hotzanp. To what extent do the domestic producers of 
apples and pears in the United Kingdom supply their domestic 
market ? 

Mr. Faux. I have some figures I believe that would show the im- 
ports into the United Kingdom. Before the war we annually im- 
ported about 4 million boxes from the United States, a substantial 
volume from Canada. There were others later in the season from 
Australia and South Africa; since the war, the Italians have exported 
considerable volume. So they have been importing apples into the 
United Kingdom from sources, with the exception of those years that 
I have mentioned, from sources other than the United States, 

Senator Hotianp. I understand they do produce apples and pears 
in the British Isles to some degree, is that correct? 

Mr. Faux. Yes. 

Senator Hotianp. To what extent do they supply the United King- 
dom market? 

Let us leave it this way: They supply it only partially. I will ask 
you to secure for the record ‘a place in the record at this point the 
statistics showing the degree to which they have supplied their local 
market, which was of course only partially in all years before the 
war, during the war, and since? 

Mr. Fax. I will be very happy to do that. 


(The information requested is as follows:) 


Apples—Production in United Kingdom, and imports 
PRODUCTION 
[1,000 bushels] 


Averages 
1954 ! 
1935-39 | 1945-49 


24, 220 


Dessert and cooking 19, 705 27, 911 23, 753 24, 920 


! Preliminary. 
' IMPORTS—BY COUNTRY OF ORIGIN 


{1,000 bushels] 


Country of origin Average 


United States__ 

Canada_ 

Denmark 

Belgium - 

Italy.... G2 : 

Netherlands... _....._- Le 
Bwmekweviemee 6 bh. iid ae nk denn 
Argentina... : 

Union of South Africa 


New Zealand _. 
Others. 


Tobe as d. Ritltdiniduat. bed daees 


! Less than 500 bushels. 

2 If any included in “others.” 

3 Includes 489,000 bushels to France. 

4 Includes 55,000 bushels to Yugoslavia. 


Source: Compiled from official records. 
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Pears—Production in United Kingdom, and imports 
PRODUCTION 
[1,000 = 


Averages inflows 
ane err ttre 1951 
1935-39 | 1945-49 | 


Dessert and cooking ee ot he: 1, 492 


IMPORTS—BY COUNTRY OF ORIGIN 


{1,000 bushels] 


| 1934-38 


Country of origin | Average, | 1946 | 50 | 1951 1952 | 1953 


United States__ = ~ an , 238 7 ) (*) | (@) | a 
Netherlands. . _- ie q 26 26 | 334 | 305 | 
Belgium rh a oe : 5 | 45 | 20 
‘ evigé Eh cucatass 1, 244 | 441 | 
, Argentina_. i 354 69 | 
Union of South Africa, and South West 
Afrié¢a Teeryeory - . ri 5 371 | 577 | 355 | 439 | 
Australia. _______- 508 ( 2 669 614 | 
New Zealand_- cana : hz 86 38 | ( ® ) 
‘ 87 20 30 








3, 681, | 3, 021 1,918 


any, included in “other.” 
? Includes 72,000 bushels from Canada. 
* Includes 54,000 bushels from Yugoslavia. 


Source: Compiled from official records. 


Mr. Faux. Up to now, my comments have been on apples and pears. 
I would like to mention the same situation has applied to other fruits, 
where before the war the United Kingdom imported in substantial 
quantities canned apricots, canned peaches, canned pears, and grape- 
fruit with which, of course, you are familiar, 

From 1934 to 1938, the United Kingdom annually imported an 
average of 1,529,000 cases of canned pears from the United States. 

There have been none since 1947. One of our shippers was in 

Kurope and in the United Kingdom just last month and he told me 
about two instances, one was where the British canners bought 
wrapped and packed South African Bartlett pears, imported them, 
unwrap them, and then canned them. In another instance the can- 
ner paid $340 a ton for homegrown Bartlett pears, while at the same 
time United States growers received $75 a ton. I think, when they 

‘an pay $340 a ton for the raw material, it shows there is a terrific 
demand for the canned fruit. 

Senator Hontianp. They paid that $340 a ton, however, in pounds 
sterling? 

Mr. Fax. Yes. 

Senator Hottanp. Then part of the problem is in essence, is it not, 
the problem of exchange?! 

Mr. Fatx. It is a problem of exchange. How much of that is the 
real problem of exchange, and how much of it is an excuse is over my 
head, but I feel that many of these countries have been perverting the 
so-called currency shortage far beyond the period where it was 
actually a serious consideration. 

Senator Horzanp. You understand, of course, that one of the ob- 
jectives of Public Law 480 is to overcome that exchange problem? 
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Mr. Fark. Yes, but when they were able to pay in sterling they still 
did not want to take the fruit. 

Senator Ho.tzanp. All right, proceed. 

Mr. Fark. During this past season, we had a deal with the United 
Kingdom. In August the United Kingdom announced that North 
American apples would be imported. Then they issued licenses for 
Canadian apples at the appropriate time, early October. Licenses 
were not issued; there was no announcement, insofar as United States 
apples were concerned. So the Canadians were able to make their 
sales. They reserved the steamship space, and to get the cream of 
the business, and then after that, why we finally had licenses issued to 
the United States. 

It is rather difficult competition when you are competing with a 
country, right across the border from us, and British Columbia were 
able to do business and we were sitting on the sidelines. 

Senator Hortanp. Let us look then at it from the other point of 
view. Are we permitting Canadian producers of apples to ship their 
apples into the United States? ' 

Mr. Fax. Yes; they come in unrestricted except there is a duty of 
11 cents a box. 

Senator Hotianp. A box weighs how many pounds? 

Mr. Farx. That is predicated on 44 pounds of fruit. The duty isa 
quarter of a cent per pound of fruit. 

Senator Hotianp. That is the only added burden that the Canadian 
producer has to meet to export to the United States and market any 
portion of his crop here that the markets will receive / 

Mr. Fax. That is correct. 

Senator Hotnanp. He has access to our fruit auctions and to our 
private trade on exactly the same terms as do producers in the North- 
west, or any of the other 36 States which produce apples, except for 
the one-fourth-of-a-cent-per-pound duty ? 

Mr. Fark. That is correct. In fact, I believe they have one ad- 
vantage, that the shipments originate in Canada, they don’t pay the 
United States transportation tax that we pay on our shipments. It 
is a small factor, but it is one. 

Senator Hotianp. But as to the producers in the Eastern part of 
Canada, they are a great deal closer to the heavy consuming markets 
of the United States than you folks are in the Pacific Northwest; are 
they not ¢ 

Mr. Fax. That is correct, although the bulk of the Canadian ex- 
ports to the United States come from British Columbia. 

There are some that come in from Ontario and that area but the 
bulk of them are Canadian apples right across the line from our 
Wenatchee-Okanogan area. 

Senator Hotitanp. They move freely in our markets by paying one- 
fourth of a cent per pound and you cannot get any license to move in 
their Dominion markets, except very late and then in very limited 
quantities. 

Mr. Fax. Into the United Kingdom, that is true. We have access 
to Canada. The duty is three-eighths of a cent per pound gross 
weight. So it is roughly 50 percent higher. So there is comparatively 
free exchange of apples between the United States and Canada. But 
before the war the Canadians exported their apples to the United 
Kingdom, imports into the United States from Canada averaged 37,- 
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000 bushels a year. Since the war it averaged in the neighborhood of 
1,750,000. So during this period that we have lost our export market, 
we have also had the apples coming in from Canada. But I will say 
this, we have worked with them, we cooperate on promotion. They 
try to merchandise their crop in recent years in a way that would have 
the least unfavorable impact on us. 

Senator Honianp. What is the reason why their tariff on your 
product moving northward is larger than our tariff on their product 
moving southward, all in the same belt, let us say ¢ 

Mr. Fax. It has been that way historically. They have been re- 
duéed in recent years under the Trade Agreements Act. They have 
reduced their tariff and we have reduced ours. Originally theirs was 
considerably higher than ours, and the margin has been reduced. 

Senator Hotiannp. Of course that particular point is not of great 
importance because their markets are quite limited in size, are they 
not ¢ 

Mr. Fax. Yes, sir. 

Senator Hotianp. Because of their relatively small population ? 

Mr. Faux. Yes. 

Senator Hottanp. All right, proceed. 

Mr. Fax. I think that perhaps one point that I might make in 
concluding then is this: Of course fruit as you pointed out is not a 
mandatory commodity for price support. And because it is perish- 
able, we have to move our fruit in season. In other words, if licenses 
are issued or arrangements made too late in the season, we are out of 
business. And because of this perishability we feel that, and since we 
are not receiving price support and we are not asking for price-support 
programs, that our Government should help us obtain reasonable 
competitive access to these foreign markets, with other exporting 
netrons.. In other words, if the European countries can buy apples 
from another dollar source, or Italy or other foreign countries we 
should have an opportunity to go in there and compete. If we cannot 
compete, if our price is too high, then we do not belong there. 

But we feel and experience has proven that our quality is such 
that our fruit will go into those European markets and it will sell at 
a higher price than most of the domestic grown fruits in competition 
with it. Actually, I am told that it would help to improve the market 
over there because if there are some good apples in the market, the 
consumers will-start buying them again and will even buy more of 
the domestic. 

Senator Hottanp, Your experience that you recited with reference 
to — with the very limited shipments that you have been per- 
mitted to make and the late date of licenses, does that apply likewise 
to pears ? 

Mr. Fatx. Applies likewise to pears, yes. 

Senator Hottanp, Will you supply for the record, maybe you are 
able to do so now, the figures showing the total national production of 
both apples and pears, or have you already placed that in the record 
m this statement ? 

Mr. Faux. The annual production of apples is shown on the first 
page of the exhibit. I did not show the annual production of pears 
but I can do that and I will. 

Senator Horzanp. I notice, of course, that you stated that apples 


were commercially produced in 36 States. Your figures here are na- 
tional production, are they not ? 
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Mr. Faux. This represents the commercial production in those 
States. 

Senator Hottanp. How burdensome’would it be to break down the 
figures to show the extent of interest in each of the 36 States that 
produce apples commercially ¢ 

Mr. Fax. It could be done. 

Senator Hotianp. I will ask you to do that and likewise, to show 
the same figures with reference to pears. I understand they are not 
as widely produced commercially. Is that correct ? 

Mr. Fi. That is correct and I wonder whether you want the 


information for all pears or only for the winter pears which are 
exported ¢ 

Senator Hottanp. I think only for the winter pears which are ex- 
ported. 

Mr. Fax. Very well. 

(The information is as follows :) 


Apples, commercial crop’ 
(Thousand bushels] 


Area and State 


nee 
Seo 
aot 
= 


Massachusetts 
Rhode Island 
Connecticut 


~ 
Pron 
bw 


Puan 


5 | SSRESSSESNE 


- 
~ Sm 


Total, Eastern States 


Central States: 
Ohio 


| 8 | SSBERSSR Suess 


| 
| 
weeees |g 


me 
— 
> 
—_ 
as 
- 





S388 


Total, Central States... __. 


_ 
> 


Western States: 


a 


eps 
SgsaEs 
3|Bazegege || S8e8z2 
epB er 
SauazEes 


8) se 


Total, Western States_._. 
Datel GP nk banc mw Sadgin <ochlnaeu 


Bis 
518 
iE 
als | 


8 
z 


~ 1 Estimates of the commercial crop refer to the total production of apples in the commercial apple areas of 
each State. 
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Peaches 
(Thousand bushels) 





Production 


Georgia 


Kentucky -- 








1, 670 
496 


30, 378 33, 252 


19, 127 22, 626 
11, 251 10, 626 


62, 560 64, 473 | 60, 794 





1, 312 
40 
398 





for canning. 
: United States average includes estimated production for lowa, Nebraska, Arizona, and Nevada for 1943. 
Estimates of production in those States were discontinued beginning with the 1944 crop. 
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Pears 
(Thousand bushels} 


Production ! 


State 


] 
} 


Average , 
1943-52 1952 
} 
Massachusetts. - . - wopepdiinwae bp ae] 39 32 
Connecticut aia eae ees <a iited 45 49 
New York. a alienaiomn ciate di 556 | 396 
Pennsylvania és » able 229 | 186 
Ohio... .- ‘ et ee ae 5 | 198 162 
Ifiidiana Sackend wich. SM 81 
Mlinois_-. - ‘ + Lb i | 152 
Michigan... __._.- ee yas . él A 1, 036 
Missouri betdnbciebvickh: Maes er 120 | 
Kansas___- ; 49 | 
Virginia Sdubied<k PSUR conn eh 137 
West Virginia__........ Re, ee | 63 | 
North Carolina jo dilehowaaanpalenie 172 
South Carolina... 36 | 


Florida 
Kentucky 
Tennessee 
Alabama 
Mississippi 
Arkansas 4 
Louisiana. -_.-.._-- 
Oklahoma. 
Texas 

REET: 
Oolorado..-- 











Washington, all 


Bartlett_____- 
Se 








Oregon, all 


Bartlett. 2, 367 
Se  ceistht bas ipweshdhtihdiiewconnmill 3, 558 


Gey OF 5 hid fi. 2 i sn 5 12, 084 


14, 543 10, 251 
1, 500 1, 833 


30, 947 29, 081 








1 United States average includes estimated production for Maine, New Hampshire, Vermont, Rhode 
Island, New Jersey, Iowa, Nebraska, Delaware, Maryland, New Mexico, Arizona, and Nevada for 1943. 
Estimates of production in those States were discontinued beginning with the 1944 crop. 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 697 


Grapes 
[Tons] 


Production 


Average a 
1943-52 1963 


Now wei 22.06. 2a ag 56, 1: 62, 300 | 
tii tiem iinet orton ssn hchiiaeel f 1,000 | 
Pennsylvania . 08 18. 000 
Ohio... i a ‘ 13, 700 | 
ite italien evince =amtenk i | J 1, 100 
i 1, 800 | 
39, 600 
2, 000 
3, 600 | 
800 
, avi 1. 100 
West Virginia " 900 
North Carolina - - 3, 2, 700 | 
South Carolina c bina 2: 1, 200 
George, =~ aacdeckee poe F 1, 960 | 1, 900 
Arkansas __. Sabie 9. 8, 500 | 
Arizona... , 450 | 2, 800 | 
Washington ee ik tie , | 33, 100 | 
Oregon ‘ 1, 300 





ee SE we eee ae "2, 967, 000 


Wine varieties ‘ | f 656, 000 | 

Table varieties | 595, 657, 000 | 

Raisin varieties gabe Eden , 586, | 1, 654, 000 | 
Raisins ! ‘ : 52, 680 | 287, 800 | 
I ie x cataract test ninettie de a 536 503, 000 583, 000 | 





United States... ---------n-s.-----] 72,961,000} 164,400 | 2,700,000 | 2, 607, 300 


Dried basis: 1 ton of raisins equivalent to about 4 tons of fresh grapes. 

2 United States average includes estimated production for Massachusetts, Rhode Island, Connecticut, 
Wisconsin, Nebraska, Delaware, Maryland, Florida, Kentucky, Tennessee, Alabama, Oklahoma, Texas, 
Idaho Colorado, New Mexico, and Utah for 1943. Estimates of production in those States were discon- 
tinued beginning with the 1944 crop. 


Senator Hotzanp. Don’t you think that would suffice ? 

Senator Scuorrren. Yes; I would. 

Senator Scorr. Yes. 

Senator Hottanp, My purpose is to show the testimony that you 
have given here is a matter of concern, not just to the Northwest area 
which you are representing capably, but also elsewhere in the United 
States where these same products are commercially produced, be- 
cause anything that affects the surplus not salable in the domestic 
market, of course, has an impact upon every area that produces that 
product, does it not ? 

Mr. Faix. Absolutely, and the other sections of the United States 
are interested because, if our apples that would normally be exported 
cannot be exported, then they are sold, have to be sold on the domestic 
market and they come into competition with other areas, 

Senator Hottanp. As surplus they help fix the prices of the prod- 
uct and reduce them to a lower level than they would otherwise be; 
is that correct ? 

Mr. Fax. That is correct. 

Senator Hotnanp. You spoke of apples being commercially pro- 
duced in 36 States. How about these winter pears? In how many 
States are they commercially produced ? 

Mr. Fatx. Almost exclusively in California, Oregon, and Washing- 
ton, the three Pacific Coast States. The other sections produce 
varieties such as the Bartlett, which is really a fall pear. 

60149 —55—pt. 227 
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Senator HoLttanp. Or summer pear. 

Mr. Fax. Yes,summer or fall. 

Senator Scorr. I would like to ask a question. Has the recent cold 
wave that we have had damaged the fruit any, the apple crop? 

Mr. Fax. In our area it has not. Our fruit has not come to blossom 
yet. 

Senator Scorr. How about the pears ? 

Mr. Faux. I am told there has been some damage to apples in 
Illinois, but that is just hearsay on my part. 

Mr. Nold, of the National Apple Institute, will be here tomorrow 
and he would know the effects of your recent eastern frost. Our trees 
have not yet come to blossom and therefore they were not in that 
danger. 

Sennteb Scorr. The recent freeze that killed virtually all of the 
peaches in the South, as I understand it, of course that will be a 
temporary situation, but does that help your market for apples? 

Mr. Faxx. It would be hard to evaluate the extent. I suppose it 
would be to a certain extent because all fruits are bound to be com- 
en If peaches are not available, then presumably they would 

uy peaches a little later in the season from California or from our- 
selves and if the people wanted fruit then perhaps they would be 
buying apples or citrus or some other fruit to fill the entire demand 
for fruit. So it would have some impact but it is difficult to evaluate. 

Senator Hotianp. It would have some impact, also, on the small 
melons and everything else that is competitive with fruits? 

Mr. Faux. Yes. 

Senator Scnoepret. I regret that I was not here at the beginning. 
I was tied up in another conference but I shall read your statement. 

I presume that you have limited this to fresh fruits, have you not? 

Mr. Fax. To the fresh fruits with one exception. I have men- 
tioned canned pears. 

Senator ScHorrre.. But nothing on dried fruits? 

Mr. Faux. No, sir. 

I think I could pretty safely state that their problem is almost 
exactly the same. 

Senator Scnorrre.. That is the thing I was wondering about. 

Mr. Faux. Before you came in, Senator, I asked that there be intro- 
duced a statement by Alfred Tisch, of the California Grape and Tree 
Fruit League, and attached to his statement there are tabulations 
showing the decline in the market exports of the various fruits, both 
fresh, dried, and processed. 

Senator Scuorrre.. Thank you. 

Senator Hoxzanp. I think your statement is an excellent one. I 
notice that you have also mentioned briefly canned apricots and 
peaches and canned grapefruit on the prewar basis. Would you 
mind stating for the record just what, in your opinion as a practical 
fruit man who has been handling the mle Fine of the fruit producers 


in the eee Soe you represent, is a solution which would 


permit us to go after the restoration of our prewar foreign markets, 
particularly in the United Kingdom and in Western Europe? 

Mr. Fax. I believe that is summarized in three specific recom- 
mendations. 

Senator Hortanp. Where is that? 
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Mr. Fax. Starting on page 9, the first one. {Reading :] 


We recommend that your committee make clear that our Government agricul- 
tural export policy is to be one of long-range planning and aggressive development 
and not merely surplus removal. In other words, first, prevention instead of 
putting out a fire after there is the trouble, of having access to the markets so 
that we could have a normal marketing season and a normal movement. 

Senator Hotzanp. Read the rest. 

Mr. Fax (reading) : 

With respect to perennial fruits this is the only policy adaptable in a practical 
sense. Perishables such as fresh fruit cannot be properly handled under broad, 
general principles related to all agricultural products. This the Congress has 
previously recognized. 

Senator Hottanp. You mean by not having any support-price pro- 
gram, or attempting to do so? 

Mr. Fax. That is correct. And we cannot restrict production in 
the sense that you could in other commodities by acreage or other con- 
trols. Senator Scott pointed out, some years the frost comes along 
and you do not have a crop at all. Maybe the next year nature will be 
bountiful and you will have a large crop. We have to market what- 
ever nature provides us with. 

Fresh fruits are a commodity which must be handled by special 
intergovernmental arrangements designed to establish an atmosphere 
conducive to private trade. Thereafter, let us do the job of selling our 
own crops in competition with other world sources of fruit supplies. 
But, we must first have equality of opportunity to compete which can 
be provided only by the removal of coaninealie foreign restrictions. 
Under present international conditions, only our Government can pro- 
vide this opportunity. 

Senator Houuianp. In brief, then, that suggestion is that the Gov- 
ernment insist on keeping open to you the chance to compete for your 
fair share of the markets that are in the United Kingdom and in 
Western Europe? 

Mr. Fak. Yes, sir. That summarizes our second recommendation. 

We ask that the Government take positive steps by arranging early 
consultations with other governments for the purpose of providing 
United States perennial fruit crops with access to our export markets 
on a basis of reasonable equality with other world producing areas. 

Such consultations would seek to eliminate the artificial barriers 
erected by foreign governments against entry of United States fruits. 
Limited success greeted the efforts of the State and Agriculture De- 
partments with the United Kindom this season. We hope similar and 
stronger representations will again be directed to the United King- 
dom and r countries so that agreements may be concluded early 
enough to be reflected in our packing operation which begins in Sep- 
tember or October. 

Senator Hotianp. That limited success which you referred to was 
under section 402 of the MSA; was it not? 

Mr. Fark. Yes. These supplementary agreements can be arrived 
at on an informal basis, they need not require: full-dress conferences. 
They would not violate any principles of international trade already 
“ppeme by the Congress. A recogniticn by foreign governments of 
the rigid determination of ourGovernment that suc ents must 


be concluded, by the right time, is a prerequisite. at has been 
lacking. 
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And if I might, Senator, I would like to go back to this 1950 crop 
that I earlier mentioned when we dumped the apples that had been 
packed. 

One of our men was over in France that year, at the same time try- 
ing to obtain access to the French market. And he talked to the people 
there, finally it resulted in a cable being sent so we were informed to 
the United States, the Embassy, in effect inquiring, well, is your Gov- 
ernment interested in the exportation of these apples? Is there any 
political significance ? 

Senator Hotianp. A cable came from whom to whom ? 

Mr. Fark. From the French Government in France, to the French 
Embassy in Washington, D. C., asking: 

Senator Hotzanp. Asking whether our Government was interested 
in the establishment of fruit markets in France? 

Mr. Fax. For apples for that season. 

Senator Hotianp. What followed ? 

Mr. Fark. We do not know exactly what message went back but we 
know that they did not buy any apples. When our man was over there 
talking to them they appeared to be interested. The conclusion which 
they had is inescapable, that somebody sent word back that the 
United States Government was not interested in it. 

Senator Hoiztanp. All right, proceed. 

Mr. Fax. Third, we ask that our Government arrange with for- 
eign countries to make dollar exchange available to fruit importers at 
official rates of exchange in amounts adequate to support a reasonable 
annual movement. 

When currency is convertible and foreign importers are able to 
obtain dollars at official rates of exchange, and we are given a rea- 
sonable competitive access without undue artificial barriers, we should 
be able to solve our export problem without further assistance of the 
Government. 

Senator Hont.anp. You mean that you do not want any help under 
section 32 subsidy? - 

Mr. Fax. We would prefer not to have to use section 32 subsidies. 
But I should qualify it perhaps this way. 

Citrus as you well know, competitive countries do have subsidies of 
various types. And if we are faced in a market of competing with 
the country that has a subsidy, then we perhaps would need a sub- 
sidy. But if we are going into the Duited Hinaden competing with 
Canada, if they have no subsidy or if our other competitors have no 
subsidies, we would not need any. We would rather do business on 
that basis without any subsidies whatsoever on any side. 

Senator HotzianD. In other words, you prefer to have no sub- 
sidies except in those cases where the competing industry is sub- 
sidized, and even then a subsidy not in excess of that which the com- 
peting industry is receiving? 

Mr. Fax. We think that would be the right way to handle it. 

Senator Honianp. All right, sir. 

In other words, you make it very clear that you would rather trade 
as private enterprise; is that it ? 

Mr. Faux. That is exactly it. 

Senator Horianp. I do not think you would find any great opposi- 
tion to that from this committee. 

Senator Scott, do you have any questions ? 

Senator Scorr. No. 
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Senator Scxorprer. I have no questions. 

Senator Hortianp. Are cherries too perishable to ship to foreign 
markets, or are they all wanted on the domestic market ? 

Mr. Faux. They are too perishable. We do export some to Canada 
but none abroad. 

Senator Hotianp. And in the case of apricots, those that you do 
not find the domestic market for in the fresh form, you put them in 
cans ¢ 

Mr. Faux. Yes. 

Senator Hoxi.anp. You have already mentioned you have had 
trouble in reestablishing your canned-apricot market in the United 
Kingdom ¢ 

Mr. Fax. Yes. 

Senator Honianp. Is that market, or has it ever been, an important 
part of your apricot market comparable to that for apples or pears? 

Mr. Faux. Not as great as zither apples or pears. But is was a 
very important market principally for the California canned apricots 
more than for Washington, because California apricots, the Cali- 
fornia apricot industry was started earlier than ours. Ours were 
largely, before the war, sold into the Prairie States for home canning 
there. 

In other words, into Nebraska and Montana, the Dakotas, for the 
housewife out on the farm would buy them by the lug or the box 
and can them in their own glass jars. 

Senator Hottanp. The distinguished Senator from Kansas? 

Senator ScHorrreL. Many, many a jar my mother has canned with 
fruit from that area. She had to feed a family of eight kids. 

Senator Hotzanp. Thank you, Mr. Falk. That was a very fine 
statement. 


STATEMENT FILED BY ERNEST FALK, MANAGER, NORTHWEST HorRTICULTURAL 
Councin, YAKIMA, WASH. 


I am appearing today on behalf of the Northwest Horticultural Council with 
offices at 1002 Larson Building, Yakima, Wash. The council is composed of the 
following organizations of fruit growers and shippers in Washington and Oregon: 

Washington State Apple Commission 
Winter Pear Control Committee 

Hood River Traffic Association 

Rogue River Valley Traffic Association 
Wenatchee Valley Traffic Association 
Yakima Valley Traffic Association 

The member traffic asociations are composed of growers, marketers, and 
shippers of deciduous fruits in their respective areas. The council represents 
the growers of practically 100 percent of all apples and in excess of 90 percent of 
all other deciduous fruits grown commercially in the 2 States, totaling approxi- 
mately 9,000 growers. Thousands of employees are engaged in orchard work, 
harvesting, and preparing the fruit for shipment. 

The Northwest Horticultural Council is appreciative of the opportunity of 
presenting for your consideration the export problems of the United States 
perennial tree fruit industry—together with suggestiors for improving the 
prevailing situation. 

HISTORY OF EXPORT DEVELOPMENT 


United States apples have been exported for almost 150 years. These export 
outlets for apples and pears were carefully and painstakingly developed, using 
our own individual resources without Government financial assistance. They 
were an integral and normal part of our annual marketing programs. We were 
successful, with the result that we became heavily dependent upon the trade we 
had developed. Production was geared, in part, to the requirements of our 
overseas markets. We invariably incorporated anticipated sales abroad as a 
major factor in advance distribution planning. 
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Prewar, United States fruit ranked third in importance amongst United States 
agricultural exports, being exceeded in value only by cotton and tobacco. 

From 1923 through 1938, 13 million bushels of apples were exported annually 
by United States growers. From 1947 through 1951, 2%, million bushels were 
exported annually. Exports in 1952 and 1953 were less than 114 million bushels. 
Exports declined from 1923-38 to 1947-51 by 79 percent. Exports for 1952 and 
1953 seasons averaged less than 11 percent of 1923-38. 

Exports to the United Kingdom and Western Europe declined even more 
sharply than total exports. Exports for 1947-51 were 12 percent of the base 
period ; in 1952 and 1953 they were less than 1 percent of the 1923-38 average. 
While figures for exports of the 1954 crop apples to Europe are not yet available, 
they will probably be about 6 percent of 1923-38. 

Apples are grown commercially in 36 States. Approximately 30 percent of 
United States apples are produced in Oregon and Washington. From 1930 to 1939, 
79 percent of United States exports to Europe and the east coast of South Amer- 
ica moved via United States Pacific coast ports. Prior to World War II, approxi- 
mately 28 percent of the Northwest apple production was exported in fresh form. 
Since the war, less than 5 percent of the Northwest crop has been exported. 
This shows the relative importance of exports to the Northwest grower—but 
apple growers in all 36 States are directly affected by this reduction in exports, 
for the supplies normally exported are forced onto the domestic markets. The 
decline in exports is shown on pages 1, 2, and 3 of the attached exhibits. These 
exhibits show more clearly and forcefully than mere words what has happened. 
I ask that you especially note the tables on the second page which show apple 
exports, country by country; note what happened to our European business. 

The export market was of even greater importance to the winter pear pro- 
ducers. Prewar, 44 percent of winter pears produced on the Pacific coast, where 
almost all winter pears are grown, were exported. Postwar, less than 10 per- 
cent of the crop has been exported, a reduction of 77 percent. Details showing 
this decline are shown on page 4 of the attached exhibits. If summer and fall 
pears which are irfeluded in these Government figures, are excluded the decline 
in exports of winter pears is even more striking. 


REASONS FOR DECLINE IN EXPORT VOLUME 


The decline is not due to lack of demand. Authoritative sources inform us that 
the demand for our fruit in our principal foreign markets is as great or greater 
than prewar. This reduction is largely attributable to artificial trade barriers 
imposed by foreign governments, at the insistence of their domestic producers 
who orep to extend a wartime monopoly. These artificial barriers have con- 
sisted of — 


(1) Refusal to issue import and exchange licenses ; 

(2) Excessive restriction in volume where licenses were issued ; 

(3) Delaying issuance of licenses until so late in the season that fruit 
could not be shipped ; 

(4) Exhorbitant premiums required to be paid by foreign importers to 
acquire dollars, through devices such as “bonus dollars”, “switches’’, and 
complicated, expensive barter transactions. 


While, admittedly, a critical dollar situation existed at times in some countries, 
this has very often served as an excuse for furthering protectionist policies, 
despite international trade commitments to the contrary. 

Despite the efforts of the industry, and legislative assistance and direction 
from Congress, United States growers have not had reasonable access to these 
foreign markets since 1947. When the war ended we expected that, as dollar 
buying power improved abroad, trade restrictions would be lifted and access for 
our fruit on a competitive basis would be restored. We find, instead, that the 
principles of multilateral trade, sponsored by the United States, are being sub- 
merged under a flood of bilateral agreements among European countries. These 
deny our apples and pears the opportunity to compete in their markets. 

Generally speaking, most European varieties of apples and pears are those 
which should be marketed before the first of the year, permitting access to our 
apples and pears in early mid December. However, in the absence of United 
States arrivals, European growers have been stretching the marketing season 
of their fruit beyond each variety’s normal commercial life, thereby penalizing 
the consumer. We have received frank admissions and observed unmistakable 
evidence that artificial barriers are maintained for the purpose of continuing 
the situation which foreign growers found abnormally profitable when. United 
States fruits have been denied accéss to their markets. 
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Under the continued artificial stimulus of protective devices being employed 
abroad apples and pears can ultimately be supplied from other world sources 
which cannot ordinarily compete with us. Official reports show that an impos- 
ing series of bilateral agreements, involving apples and pears, have been con- 
cluded, by these sources, with each other. The agreements serve to exclude 
us for their duration and threaten to exclude us permanently from these markets. 

We have found that the doctrine of protectionism is now so thoroughly 
ingrained in the political philosophy of many European governments that only 
the adoption of a forceful attitude on international commercial relationships by 
the United States can offset its effect on our fruit export trade. Regrettably, 
that forceful attitude was lacking in the years immediately following the war. 
Foreign governments appfrently drew the conclusion that the United States 
yovernment was not interested in obtaining fair access for United States fruits. 
Unfortunately, this opinion apparently was shared by some State Department 
personnel. We are hopeful that this impression within the State Department 
has been corrected within the last year and a half and that our efforts to 
obtain aecess are no longer being opposed by United States Government officials. 
To solve the problem we need aggressive support from our Government. 

The industry is in danger of losing its export markets permanently unless 
these artificial barriers are removed, and reasonable access to these markets 
restored. And this access can be obtained only if the United States Govern- 
ment actively supports our industry. Positive assistance of our Government is 
required to overcome the pressures of proteetionists abroad fortified and inten- 
sified by the bilateral trading agreements under which access has been granted 
to fruits from other exporting countries in preference to fruit from the United 
States. 

OTHER FRUITS 


We bave heen tolkine shont frech onples and neare: however, the same sitna- 
tion anplies to other fruit and fruit products, fresh, dried and canned. For 
example, the United Kingdom imported substantial quantities of canned apricots, 
peaches, pears, and grapefruit prewar—but only a trickle since then. From 
1934-38, the United Kingdom annually imported an averave of 1.529,0°0 eases 
of canned pears from the United States—but none since 1947. And, this last 
season British canners bouvht wrapped and packed South African Bartlett 
pears, unwrapped them and canned them. Another British canner naid $340 
a ton for homegrown Bartlett pears for canning iast fall when United States 
srowers received around $75 a ton for pears delivered to our domestic canners. 
Fu'l information as to the decline in exports of all United States fruits can 
readily be cbtained from the Foreign Agricultural Service of the Department 
of Agriculture. 

CURRENT SEASON 


Perhaps this would be the appropriate place to mention that there is an 
occasional ray of sunshine and to take a look at our experience this past season. 

The United Kingdom anounced in Angvst that North American apples might 
be imported this season. They issued licenses for Canadian apples at the appro- 
priate time but withheld action on an allocation to the United States for several 
months, giving the Canadians a great advantage in making sales, reserving 
ste*-mship space, etc. Finally, an allocation was made to the United States 
but it was smaller than the Canadian allocation. But. at least. we got our foot 
in the door in private trade; the importers made a profit and the market easily 
absorbed this fruit in a veor when England had an extremely large apple crop. 

Sweden removed restrictions and we enjoyed a sizable movement, in a year 
when our price—determined bv domestic supplv and demand—was hivher than 
averege, Releinm nermitted imnortation of Tnited States nesrs aniv nfter 
March 1, and apples after April 15. France, in January, announced a quota 
for apples and pears from sources including the United States, but withheld 
issuing licenses until about March 10. The seasonal limitations by both Belgium 
and France were so late in the season as to almost preclude business in any 
substantial volume. 

Apple and pear growers of the Pacific Northwest seek reasonable access to 
these historic export markets. We are not asking for special privileges but only 
for fair and equitable access to the United Kingdom, Western Eurone, Scandi- 
navia, and other world markets. This can be obtained only by intelligent and 
vigorous action by our Government and, particularly, by the State Department, 
who have been assigned the primary responsibility of negotiating trade agree- 
ments, We assert that, until recently, lack of a positive State Department trade 
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policy directed toward assisting United States fruitgrowers has obstructed ‘our 
efforts, despite congressional instructions. We need a constructive policy. 

Our fruits are perennial crops and therefore have a unique place in the agri- 
cultural family—we have to market the quantities, varieties, and sizes which 
nature provides. Unlike producers of annual crops, we can’t possibly control 
production short of destroying our trees and, therefore, our capital investment 
which would take at least 8 to 14 years to reproduce. So, in view of the in- 
flexible nature of perennial production, we are faced, for the sake of industrial 
stability, to plan long-range and to provide as best we can adequate, uninter- 
rupted distribution of fruit in the fresh state in domestic and world markets. 
And the fruits must be marketed in season. They cannot be stored from year 
to year. So prompt, timely action is necessary if we are to have a chance 
to export. 

The fruit industry is nonmandatory for price support. It has not sought 
mandatory classification. It has preferred to solve its own problem to the 
greatest possible extent. But as international trade is for the time being sub- 
ject to governmental direction, the industry has no alternative but to ask our 
Government’s assistance during this period. 

We are not of that group which feels that the Government is necessarily obli- 
gated to support the economy of agriculture in all its parts. So we have not 
sought a mandatory classification. But we do feel that, within the legislatively 
adopted principles, we are entitled to consideration and assistance in our effort 
to obtain access to foreign markets. 

Because fruit is perishable, its problems require special handling. The United 
States perennial-fruit industry deserves special handling, not special privileges, 
but special handling because: 

(a) Our production is perennial, requiring uninterrupted distribution ; 

(b) Our export market has always been a normal market; in fact, we dili- 
gently developed it as an outlet for our small-size fruit which is wanted abroad 
but not in favor in the domestic market (large and small apples grow on the 
same tree) ; 

(c) Our problem is not due to a failure to try to help ourselves; we in Wash- 
ington State levy an assessment on every box of apples and use the funds for 
promotion, advertising, and research ; 

(d@) Our problem is not one of overproduction on our part—national apple 
production has decreased since 1930 ; 

(e) Our problem is not one of lack of export demand—a demand as great, if 
not greater, than prewar exists for our fruit despite increased production abroad 
(much of it stimulated by postwar United States financial aid) ; 

(f) The principal barriers to reopening these markets are artificial—unreason- 
able protectionism at the instigation of agricultural blocs abroad and bilateral 
agreements between foreign countries which discriminate against United States 
growers. 

(g) The problem created by current trade restrictions can be solved only on 
a government-to-government basis—not by individuals. Unless the problem is 
solved promptly, we face a permanent loss of these markets and ruinous finan- 
cial loss with destruction of the capital investment in trees, packing plants, etc. 


SPECIFIC RECOMMENDATIONS 


I. We recommend that your committee make clear that our Government's 
agricultural export policy is to be one of long-range planning and aggressive 
development and not merely surplus removal. With respect to perennial fruits, 
this is the only policy adaptable in a practical sense. Perishables such as fresh 
fruit cannot be properly handled under broad, general principles related to all 
agricultural products. This the Congress has previously recognized. Fresh fruits 
are a commodity which must be handled by special intergovernmental arrange- 
ments designed to establish an atmosphere conducive to private trade. There- 
after, let us do the job of selling our own crops in competition with other world 
sources of fruit supplies. But, we must first have equality of opportunity to 
compete which can be provided only by the removal of unreasonable foreign 
restrictions. Under present international conditions, only our Government can 
provide this opportunity. 

II. We ask that the (Jovernment take positive steps by arranging early con- 
sultations with other governments for the purpose of providing United States 
perennial fruit crops with access to eur export markets on a basis of reasonable 
equality with other world producing areas. Such consultations would seek to 
eliminate the artificial barriers erected by foreign governments against entry of 
United States fruits. Limited success greeted the efforts of the State and Agri- 
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culture Departments with the United Kingdom this season. We hope similar 
and stronger representations will again be directed to the United Kingdom and 
other countries so that agreements may be concluded early enough to be re- 
flected in our packing operation which begins in September or October. 

These supplementary agreements can be arrived at on an informal basis—they 
need not require full dress conferences. They would not violate any principles 
of international trade already approved by the Congress. A recognition by for- 
eign governments of the rigid determination of our Government that such agree- 
ments must be concluded, by the right time, is a prerequisite. That has been 
lacking. 

Ill. We ask that our Government arrange with foreign countries to make 
dollar exchange available to fruit importers at official rates of exchange in 
amounts adequate to support a reasonable annual movement. When currency 
is convertible and foreign importers are able to obtain dollars at official rates 
of exchange, and we are given a reasonable competitive access without undue 
artificial barriers, we should be able to solve our export problem without further 
assistance of the Government. 

CONCLUSION 


Our position then is this. Since perennial fruits are perishable and do not 
receive price support, we ask that our Government assure us an opportunity 
to market our fruit by providing reasonable, competitive access for our apples 
and pears to the historic export outlets, which were an integral and normal part 
of our marketing program, and from which we are being excluded by artificial 
barriers. 


Apples—United States production, exports as percent of production, year 
beginning July 1 


vi Fresh Total exports in terms of fresh 
Production | exports (includes processed) 


' | 
Thousand | Thousond | | Thousand 
bushels bushels bushels 
139, 915 5, 163 8, 343 
210, 447 4, 369 12, 195 
225, 029 | 6, 450 12, 513 
135, 104 9, 415 
233, 351 | 13, 266 
201, 720 6, 764 
181, 215 6, 731 
155, 365 2, 286 
161, 484 | 7, 487 
140, 632 4, 876 
206, 688 10, 628 
95, 638 | 5, 095 
189, 425 7, 138 
180, 915 | 16, 921 
160, 457 | 12, 970 
152, 424 | 15, 174 
229, 656 | 26, 731 
115, 708 13, 168 
177, 813 29, 488 
135, 102 14, 595 
156, 623 
205, 404 
146, 809 
148, 640 | 
106, 005 
140, 398 
98, 025 
153, 169 
105, 718 
139, 247 
111, 436 
122, 217 
126, 707 | 
87, 310 | 
121, 266 | 
66, 796 | 
119, 410 
113, 041 
88, 407 
133, 742 
124, 488 
110, 660 
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Source: U. 8. Department of Agriculture, Foreign Agricultural Service. 





706 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Apples, fresh—Ezports from the United States by country of destination— 
average 1925-388, annual 1949-53 


[1,000 bushels] 


Year beginning July 1 
l ap te 
Average, | Average, | 
1925-29 | 1934-38 


1949 | 50 | 1951 1952 1953 ' 





Europe: 
United Ripe eres ithe 
France : 
Germany .. . .- svesbodlisc. 
Netherlands. ..............-- 
Sweden .. eit 
Belgium and Luxembourg_ San 
Finland __ 
Switzerland --_- 
Norway 
Denmark -_. 
Other Europe. - 


= 
= 
o eoeBacw 


a 
* 


| 
1 


Total 





Latin American mepubiies: 
Argentina en 
Bravil 
Cuba 
Dominican Republic 
Mexico... 

Venezuela__. 

Colombia 

Panama, Republic of..............-- | 
Panama Canal Zone 7 
Other Latin America Republics. 














Other countries: 

Canada (includes Newfoundland 
and Labrador) paws 

Netherlands Antilles (Curacao) - 

British Malaya 

Ceylon 

Israel-Pales‘ine 

China 

Hong Kong 39 231 

India : 

Indonesia 

Philippines, Republic of 251 

Egypt... | 0 0 

FE ECP ee ee Ti aes | | 16 19 6 $1 


1.069| 8i7| 973 
14.602 | 10,017 | 3,065 | 3,041 | 3,552 











ae 





! 11 months only (Wuly-May). 

2 Less than 500. 

* Mostly Ireland. 

4 If any, included in “Others.” 

‘ Included in Republic of Panama prior to January 1938. 
* Includes 22,000 to French Morocco. 


Source: U. 8. Department of Agriculture, Foreign Agricultural Service, Compiled from official records 
of the Bureau of the Census, 
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United States apples—Fresh 
[Thousands of bushels] 


Exports Exports to Europe ee Other exports 


ila aetna Rita cecal ii NM 

j | | | 

| Percent |Percent) Percent} ee t ‘Percent 

| Total of pro- | Total | of pro- | of total; Total | of total/ Total | of total 
\duction| |duction| exports | exports | exports 


————_—_————— — 


i 
| 4,250 | 
12, 323 | 
8, 563 
257 | 
2, 951 | 


| 
1910-14_- - 
1925-29... 
1934-38. . - - 
1940-44... 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 


77.1 | . 280] 17.8 
s 
10. 
30 
27 
54 
41. 
34. 
2t 


PrN 
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wo 





| 
899 | 
506 | 
663 | 
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854 | 
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589 
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Pears—Ezports from the United States by country of destination—average 
1927-38, annual 1949-53, to week ending February 28 


{1,000 bushels} 








| Year beginning July 1 


Country of destination | 
Average | Average | 
1927-29 1984-38 | 1949 | 1950 | 1951 1952 | 1953 4 


= 
= 


U Fnited pene 
France ; 

Germany *.- 
Netherlands.__.... 
Sweden. 

Belgium and PAOIPUS- - 
Finland_. 


’ oa 
| ~owricoooso 
- 


Switzerland. . 
Others-....... 


Fe ie tet 


Latin American Republics: 
Brazil. 


moBokS2Sce 


cooonencococo 











Mexico 
Venezuela... ....... . 
Others aces 








sexes |s 


a iiitietdatiae aoe oudeiiay ate 953) ai | 


Other countries: | 


131; 318 149 
24 | 6) 2 


155 | 329] 172 
463} 796 | 682 














! Preliminary. 

? Included in “Others,” if any. 

3 Classi‘ed as East and West Germany, Jan. 1, 1952. 
* Argentina. 


Source: U. S. Department of Agriculture, Foreign Agricultural Service. Compiled from official records 
of the Bureau of the Census. 

Senator Scuorrren. I am going to have to f° to another conference. 

I alte that was set up, but it involves sma ron and the like. I 

shal <9 be back in here before long, about 30 minutes perhaps, 


if 
donat wom iccasiea? Mr. R. A. McArthur. 
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STATEMENT OF R. A. McARTHUR, CHAIRMAN, PRUNE ADMINISTRA- 
TIVE COMMITTEE AND CALIFORNIA PRUNE ADVISORY BOARD, 
SAN FRANCISCO, CALIF. 


Mr. McArruur. My name is R. A. McArthur, chairman of the 
Prune Administrative Committee 

Senator HontiANnp. Are you here representing the Prune Adminis- 
trative Committee and the California Prune Advisory Board? 

Mr. McArruur. Yes, sir. 

Senator Hotitanp. Do you have a prepared statement ? 

Mr. McArtuor. Yes, sir. 

Senator Hotzanp. Do you wish to file it as a complete statement 
and summarize it or would you prefer to read it? 

Mr. McArruvr. It is short—whichever is your pleasure. 

Senator Hotitanp. Suppose you read it. 

Mr. McArruour. The prune industry which, during the period 
1920-39 normally exported in commercial channels an average of 45 
percent of its annual production, has an historic interest in maintain- 
ing and developing a thriving export trade, especially with Europe. 

The interest of the prune industry in commercial exports has be- 
come more intense since World War IT because of the decline in ex- 
ports to about 15 percent of the annual production, and its continued 
dependence on this outlet for disposition of the tonnage over and above 
that which is required for domestic needs. 

Senator Horitanp. You mean that from an average of 45 percent 
of your annual production moving in export trade prior to World 
War I, you are now moving only 15 percent? 

Mr. McArruovr. Yes. 

Senator Hotianp. You have lost in export trade that which was of 
sufficient importance to make use of about 30 percent of your complete 
production in the prewar years? 

Mr. McArrnuor. That is correct. 

Tonnagewise, the decline in exports is even more significant for 
commercial exports which during the 1930’s averaged 100,000 tons 
per year shrunk as low as 13,000 tons in the marketing season of 1947, 
and the industry has not been able to dispose of more than 38,000 
tons through commercial channels since 1947, 

Senator Hotitanp. You mean in exports? 

Mr. McArruor. Yes, sir. This entire statement refers to the ex- 
port of the industry, the export part of it. 

Exports of over 20,000 tons have been brought about largely by 
assistance in the form of export subsidies, or, in the case of 1953 when 
34,000 tons were exported, convertibility funds made available through 
the Foreign Operations Administration, section 402. 

Senator Hottanp. That was section 550 at that time? 

Mr. McArruor. Yes. 

Even though prune acreage has shrunk from 174,000 acres in 1930 
to 95,000 acres in 1954, improved cultural practices have increased 
the average yield per acre so that the industry continues to produce a 
large tonnage over and above domestic requirements. For example, 
in the present crop year, beginning August 1, 1954, the Crop Report- 
ing Board estimated production at 180,000 tons, compared with a nor- 
mal disposition in domestic outlets of 120,000 tons. 
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Senator Hontitanp. What you really needed was an outlet outside 
of this Nation for 40,000 tons? 

Mr. McArrnor. From 40 to 60 thousand tons annually. 

The prune industry has voted in marketing programs, under Fed- 
eral and State laws to improve the quality of its product and to pro- 
vide a means for disposal of surpluses and to stimulate domestic con- 
sumption. Surpluses have been disposed of with the help of the 
United States Department of Agriculture, and with a considerable 
sacrifice to producers in diverting a large portion of the low quality 
prunes to nonhuman consumption. _ 

This year we disposed of 17,000 tons in stock feed. 

This aspect of its marketing programs is being conducted under 
Federal Marketing Order 993, which was made effective in August 
of 1949. 

Senator Hotianp. You mean under this Federal marketing agree- 
ment and order that you supplemented with a State marketing agree- 
ment in California, you are grading out a sizable portion of your crop 
as surplus and disposing of that as stock feed or in other surplus 
programs like the school lunch program and similar matters in an 
effort to hold your commercial business to cover the most desirable 
part of your products? 

Mr. McArruvr. That is correct, Senator. We have two parts in 
our marketing agreement, one is the quality control. The second 
is the quantity control. We have quotas. We have a pool. This 
year we had a 12 percent pool. The pool can be disposed of in nor- 
mal commercial markets provided 85 percent of the salable tonnage 
has been disposed of. If there is no demand there are a number of 
other options in which the surplus can be disposed of. Among those 
is export, particularly the countries in which commercial exportation 
has not taken place, and again if there is increased demand in any 


export country over the demand that can be supplied by salable ton- 


nage. If not, then we are required under the order to 
surplus pool in the year in which it is grown, 

Senator Hotitanp. Even if you have to destroy it? 

Mr. McArrnor. Yes. 

Senator Hormanp. Have you ever had to destroy it? 

Mr. McArtnor. That is the first year. 

Senator Hottanp. You are having to destroy some this year? 

Mr. McArtiivur. It is practically destroyed when you put it in 
stock feed, where it nets about 214 a ton. That is the same. 

Senator Hotzanp. All right. Proceed. 

Mr. McArrucr. In order to stimulate and expand the consumption 
of prunes in the United States, the industry assented to an advertising 
and trade-promotion program under the California Marketing Act 
which was made effective in 1952, providing for a maximum. assess- 
ment of $2 per ton on prune producers and $2 per ton on prune 
processors. 

One of the main objectives vf both these programs is to place the 
industry in the position of self-sufficiency, and to become free from 
the need of farther governmental financial assistance. However, the 
extent to which the industry can continue to expand and conduet its 
business on a commercial basis without such assistance depends on 
development of its trade with foreign countries, especially Europe. 


ispose of the 
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1, DESIRE FOR A FREE MARKET 


Prune producers and processors are greatly interested in any efforts 
that will expand the exports of agricultural products, including 
prunes. They favor the return to normal commercial export trading, 
and feel that they can compete successfully in a free market with any 
country, in the production and marketing of prunes, except where 
foreign prune-producing countries are heavily subsidized by their own 
governments. The quality of our product is superior to any other 
prunes produced in Europe or in other parts of the world. 

Senator Hotinanp. What other parts of the world produce prunes 
commercially ? 

Mr. McArruour. The principal competition to prunes is Yugoslavia. 
They are also produced in South Africa, in Australia to a limited 
extent, and in Chile to a limited extent. 

Senator Hotzanp. Do you have an attached table or something 
showing the world production of prunes in various areas? 

Mr. McArruvr. No; I do not have. 

Senator Hottanp. Can you supplement your statement with that? 

Mr. McArruor. Yes. 

(See p. 720 for the above information. ) 

Senator Horzanp. All of those producing areas in the aggregate 
produce only a fraction of what you produce in this country, is that 
correct ? 1 

Mr. McArtuvr. I would say “Yes.” Offhand there are years when 
it is substantial. Yugoslavia, you have no way of finding out what 
that is until it is on the market. 


2, SITUATION IN VARIOUS COUNTRIES 


The California Prune Advisory Board and the Prune Administra- 
tive Committee, the administering bodies of the marketing programs 
referred to above, sent the writer and Mr. T. O. Kluge, general man- 
ager of the California Prune and Apricot Growers Association, on 
an exploratory trip to Europe in October and November of 1953. 

During December of 1954 and the early part of January 1955, we 
again visited countries in Europe to develop firsthand information 
on economic conditions in various European countries, and to deter- 
mine the attitudes of governments and the trade toward California 
prunes, and explore the possibilities of removing trade barriers in 
those countries so as to step up the importation of California agri- 
cultural produets in general. 

On our trips we found a variety of conditions in the various coun- 
tries. Belgium, Holland, Sweden, and Switzerland are presently 
nermitting prunes to be imported into their countries from the United 
States without the imposition of trade restrictions. Other countries, 
such as Denmark, Italy, and Eastern Europe, excluded importation of 
California prunes and many other agricultural commodities from 
the United States. | ct 

In West Germany, limited importation is allowed against bonus or 
premium dollars of from 11 to 15 percent over and above the value of 
the dollar, Austria, France, Norway, and Finland permit limited 
importation. against incidental licenses which involve a tie-in deal 
with anv commoditv or commodities where dollar credit is allowed. 





DISPOSAL OF AGRICULTURAL SURPLUSES—-GENERAL 711 


Exports into Great Britain have been brought about since World 
War II largely by special programs of our Government such as a 
large foreign loan in 1946 and, more -recently, by the use of con- 
vertibility funds under the Mutual Security Acts. For example, dur- 
ing the previous marketing season of 1953-54, approximately 14,000 
tons of United States prunes were imported under the provisions 
of this — At the present time, an allocation of million 
for the purchase of prunes, dried peaches, and dried apricots has been 
consummated, and prunes are now being shipped and sold under these 
provisions, 

Senator Hottanp. You are speaking of shipments under section 
402 of the present MSA? 

Mr. McArtuor. Yes. Delays and confusion in our Government’s 

olicy with respect to the use of convertibility funds, we estimate only 


rom 30 to 35 percent of last year’s exports to Great Britain will be 


shipped. 

tn addition to these difficuties, there are quotas on agricultural 
commodities. 

Many of these countries have a protectionist policy for their own 
ugricultural industries. In addition, there is a subsidy on the produc- 
tion of homegrown products. For example, Foreign Dried Fruit 
Report 46, published by the Foreign Agricultural Service, United 
States Department of Agriculture, Washington, D. C., reports for 
“French prunes, dried” the price per pound of the 1954 pack f. o. b. 
packer’s plant, ranging from 55 cents per 1.1 pounds on size 40/50 
to 14 cents for size 120/130. The predominant sizes are reported to be 
70/80 and 80/90, with prices ranging from 25 cents to 36 cents per 1.1 
pounds, It is further reported that no business is being done at pres- 
ent, since there is practically no merchandise available on the market. 
In other words, the French people have bought prunes at this ex- 
orbitant price. The price of California prunes, for the same sizes, 
as quoted in the California Fruit News in October of 1954 were; 23 
cents per pound for 40/50’s, 12 cents for 70/80’s and 11 cents for 
80/90’s, 

Another factor that makes it difficult to develop exports sales in 
some countries such as England is the fact that in many of these 
countries it has been 15 or 16 years since California prunes have been 
made available to any extent to the new housewife. These countries 
have purchased prunes, but they have been mainly the Bosnian or 
Yugoslavian prune which, because of its quality and small size, has 
tended to prejudice consumers against prunes. 

The Bosnian prune has a very tough texture and peculiar flavor, 
and is generally prepared and packed under conditions which do not 
produce a desirable and high-quality products. This means that in a 
great many countries the prune industry will require considerable time 
and expense in regaining the acceptance that existed in prewar years 
in: these countries, 

Senator Honnanp. You know of the recent order of the Department 
of Agriculture holding that prunes were in surplus and could be moved 
under Public Law 480? 

Mr. McArruur. Yes; we epateriote that being permitted. Weslept 
with that for 6 months last fall. 
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Senator Hotianp. You know that the efforts of the committee had 
something to do with that and we are glad to see some results being 
accomplished ¢ 

Mr. McArruur. We appreciate that. But as in the case of other 
fruits, the parade has gone by. It is now too late. You do not have 
assortment under which you can attract business in these countries 
that would use convertibility. It is very evident in Denmark when 
we were there in December, if convertibility had been available to the 
prune producers there is no question but what we could have exported 
prunes to Denmark. 

Senator Hotzanb. Of course convertibility is one of the things that 
is sought to be attained under Public Law 480? 

Mr. McArtHor. Yes. 

Senator HotLanp. You saw, of course, the announcement from the 
Department of Agriculture of the completion of 5 different arrange- 
ments with 5 different nations for large programs under Publie Law 
480? 

Mr. McArruvr. Yes. 

Senator Hottanp. Are prunes included under the terms of any of 
those ? 

Mr. McArruvr. No, sir. 

Senator Hoxtianp. They are negotiating at this time three, or 
probably more, additional programs which have at least the possi- 
bility of the inclusion of grapefruit. I am told that they also have 
the possibility of the inclusion of prunes and raisins. I assume you 
are following that very closely ¢ 

Mr. McArrnour. Yes; we are. One of those was with Finland, 


a country that came in for aeeree in September, and in October we 
1 


spent considerable time with the Department of Agriculture trying 
to get them to make it eligible under 480 but did not succeed. Con- 
sequently, Finland bought their requirements from Yugoslavia. 

Senator Younes. Do you know of anyone in the State Department or 
on the Tariff Commission who has an agricultural background—a pro- 
ducer of agricultural commodities ? 

Mr. McArrnovr. No. 

Senator Youne. I have not been able to find one anywhere over 
there. 

Senator Hottanp. You mean in the USDA? 

Mr. McArruor, Yes. 

Senator Youna. I mean in the State Department or in the Tariff 
Commission. 

Mr. McArrnor. I donot know of any. 

Senator Youne. I think that is one of our problems. I will never 
vote for the Reciprocal Trade Agreement Act until they do put some- 
one on there to represent agriculture. I cannot understand why our 
farm organizations do not insist on having somebody on there that 
could be truly representative of agriculture. We really have no 
one to fight their battles. 

Mr. McArruor. That is right. . 

Senator Youne. And the result is that we have been greatly increas- 
ing our exports of industrial commodities and decreasing our exports 
of agricultural commodities. 
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Mr. McArruur. Yes, sir. One importer whom we are trying to 
deal with in Germany, complained about the fact that they would not 
give prune people who desire to import prunes free dollars but they 
could let jukeboxes in to the tune of $2 million. They did not know 
what the German people would do with the jukeboxes. Their type 
of music is entirely different from what we have. 

Senator Hottanp. You don’t regard that as quite a necessity ? 

Mr. McArruour. No, we did not. 

Senator Hotianp. I think this committee would unanimously agree 
with that point. 

Senator Youne, It appears that most of these foreign countries 
have far more barriers to free trade than we have. 

Mr. McArruur. Yes. This license businessis vicious. In our talks 
with the British Food Ministry and the Treasury Department, we 
argued and urged them when they made these agreements which they 
eventually did under 402 that they permit open licenses rather than 
these restricted licenses. They thought that would permit certain 
imports to get all of the goods and so on and so forth. It won't. 
Competition would take care of that. Because all of the exporters 
are interested in selling prunes and they will not let one fellow get 
all of the business. It was a means toanend, For every reason you 
have they have a dozen why you should not do it. 

Senator Younc. 1 used to make foreign trips occasionally and 
stopping at some of these capitals of other countries. I would oc- 
casionally visit with representatives of the State Department having 
to do with tariff matters. I never found one yet that knew much or 
cared much about agriculture interests. It seemed like they were 
people who lived in a different world. 

Mr. McArruor. I think that is true. In 1953 we found that quite 
evident. But this year, since the attachés have been transferred we 
have found an entirely different feeling. 

Senator Youne. Iam glad to hear that. 

Mr. McArruur. They are doing a good job—if they were permitted 
to do a good job but apparently they cannot find out what they can do 
and what they cannot do. 

Senator Youne. It will take time—a little time to get oriented and 
to know what to do. 

Mr. McArruur. Yes. Of course some of ‘the attachés that have 
gone over that have been under the State Department for a number 
of Se are a little slow to pick it up. I think eventually they will, 
and we can say conscientiously in the eight countries that we visited 
that the attachés in those countries are doing a mighty good job. 

Senator Youne. I am glad to hear that. 

Senator Hon.aNnp. In other words, the course adopted thereof giv- 
ing direct representation to people trained in agriculture, giving them 
some direct responsibility to our Department of Agriculture, and to 
our agricultural industry, has already showed promising results. 

Mr. McArruor. Yes. 

Senator Hotitanp. And Senator Young’s suggestion that the same 
policy or a similar policy might well be followed with reference to 
the membership of the Tariff Commission and in the echelons of the 
State Department, to deal with that trade, would be simply the pro- 

60149—55—pt. 2——28 
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jection of this experiment which we have made with reference to the 
agricultural attachés into two additional fields of great influence in 
connection with export business. Is that it ? 

Mr. McArruvr. That is correct. I think, when you get an agri- 
cultural man, try to get someone that knows a little bit about what 
we call specialty crops. We are handicapped in relation to basic 
crops. Your specialty crops are not particularly confined to the 
coast, but you have the apple and pears and citrus, ‘all deciduous 
fruits, all have problems. 

Senator Hoiianp. I have already asked you to put in the record the 
figures on the total production of prunes worldwide ? 

Mr. McArtruvur. Yes. 

Senator Hottanp. Could you from memory give us at this time the 
value and size of the domestic prune irdustry in the United States? 

Mr. McArrucvr. In California the industry runs about 50 million 
a year. Oregon, I am not certain just exactly what the dried-fruit 
value would be, as so many of them are canned. There is a good 
amount of canned fruit in Oregon. French prunes are practically 
all dried. It would be considerable because that is their production, 
that is Idaho, Washington, and Oregon, they do produce a prune 
that could be dried and at one time was but at the present time it is 
canned principally. 

To some extent fresh juice is made from those prunes. 

Senator Hotitanp. The California dried-prune industry is an in- 
dustry with annual value of $50 million to the growers? 

Mr. McArtuvur. Tothe growers. That is without the—— 

Senator Hottanp. Without the processing cost ? 

Mr. McArruvr. Yes. 

Senator Hotitanp. All right, sir. You may proceed. 


3. SUMMARY OF THE EXPORT PROBLEM 


Mr. McArrnvr. The development of an export market in Europe 
is subject to many trade barriers. Among those mentioned previously 
are: Import limitations, bonus dollars, and protectionism in Euro- 
pean countries, including subsidies to their own agricultural products. 
Another thing we have found is that the lack of dollars no longer is a 

roblem in all of these countries. In fact, many countries such as 
Vest Germany have a surplus of American dollars, brought about by 
the presence of United States forces in occupied areas and by increased 
purchases of materials from West Germany. Special convertibilit 
ees ery such as section 402 of the Mutual Security Act, although 
1elpful in the case of Great Britain, have not been the solution to in- 
creasing prune exports, as the result of being subject to confusion, 
delay, > complicated administrative requirements. 


——— Hotianp. You are talking about operations through the 
‘OA? | 

Mr. McArtruor. Yes. That is the only one under which we were 
able to operate this year, a year ago. 

Until recently our administration did not see fit to utilize Public 
Law 480 funds for specialty crops, even re it was the intent of 


Congress that these funds be used for all surplus commodities, Some 
prune export business was lost, as a result, to. competing prune-pro- 
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ducing countries. For example, an offer from Finland to buy 2,000 
tons of prunes requiring shipment into Finland prior to the Christmas 
holidays, and that Public tae 480 funds be made available, could 
not be consummated. 

Senator Hotianp. Then if the ruling of the Department of Agri- 
culture now existing had been made seasonably well prior to the 
Christmas holidays this offer could have been talon advantage of. 

Mr. McArruvr. That is absolutely right and the prunes would have 
been shipped. 

This next is a little off the subject. 

Senator HoLLanp. We will be glad to hear it. 

Mr. McArruvr. The prune industry views the extension of the 
Reciprécal Trade Act as a possible means of developing increased 
commercial trade in prunes throughout Europe and other foreign 
countries. It is, however, conscious of the need for certain safeguards 
and then the establishment of a policy that would insure agricultural 
»roducts being given fair consideration when concessions on United 
States tariffs are made. If the barriers to exports of historically ex- 
ported agricultural commodities cannot be reduced with fairness to 
the agricultural industries, the prune industry, on the other hand, 
would be reluctant to support the extension of the act. We cannot 
understand, for example, the fairness of allowing some commodities 
to be imported into the United States from certain countries such as 
Denmark and Poland, in the case of hams, and then find those same 
countries. excluding United States products especially a commodity 
such as prunes which they do not produce. Also, certain countries 
permit the importation of United States manufactured articles with- 
out restrictions and premium dollars but impose them on prunes and 
other agricultural produces. Some of these manufactured articles are 
luxury items. We further advocate that barriers to trade with east- 
ern European countries such as Poland, Czechoslovakia, and East. 
Germany be eliminated. Therefore, if the interest of agriculture, par- 
ticularly specialty crops such as prunes, can be improved through 
mutually advantages concessions that would reduce or eliminate trade 
barriersythe prune industry will support the extension of the act. 

Senator Hottanp, What are some of the luxury items among manu- 
factured articles which are allowed by some of these European 
countries ? 

Mr. McArruvr. One of them I mentioned was jukeboxes. 

Senator Hottanp. That is typical of the class that you speak of ? 

Mr. MoArrnor. Yes. 

Senator Honnanp. Are there considerable numbers of these articles? 

Mr. McArrueur. I am told there is. Iam not certain. 

Senator Horianp. Proceed. 

Mr. McArtuvur. The Reciprocal Trade Act, however, is not the 
only means whereby our Government could help in the removal of 
trade barriers. It is our considered opinion that the Foreign Service 
should be instructed to render maximum assistance in Semis ing 
rie of agricultural products, and that all of its personnel, as 
well as the agricultural attachés under the United States Department 
of Agriculture, should nave one ‘common goal of bringing about in- 
creased importation of United States agricultural commodities. We 
further believe that the Government should use its bargaining power 
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with respect to rendering financial assistance and any other assistance 
in order to bring about successful negotiations in removing trade 
barriers. 

In closing, we would like to point out that in the specialty crops 
such as prunes, it takes from 8 to 10 years to bring an orchard into 
bearing. The large investment in this endeavor, and in the production 
facilities such as cultural equipment and dehydrators, makes it ex- 
tremely difficult to adjust production to normal market requirements. 
It is not economically sound for an orchardist to shift his production 
to another crop after he has invested heavily m bringing an orchard 
into production. This would in many cases bring about his in- 
solvency. For this reason, production above domestic requirements 
must either be exported or disposed of in a manner that is also con- 
ducive to advancing the welfare of the prune industry and to provid- 
ing the United States and the rest of the world with a nutritious and 
essential food. 

Agriculture since 1947 has experienced a drop in income from 17 
billions in 1947 to 12 billions in 1954, with a further decline to 114% 
billions predicted for 1955. The extent to which this decline can 
be arrested, and agriculture restored to its normal position in the 
economy will depend to a large extent on developing foreign outlets 
for its surplus production. A prosperous agriculture is believed to 
be the cornerstone in maintaining a stable and prosperous economy in 
this country. Reduced farm income prevents farmers from buying 
all of the equipment and supplies that they should and, as inthe case 
of the 1920's, it can be a major factor in starting a downward spiral 
in economic activity in the country as a whole. Maintenance of farm 
income, conversely, is an important element in maintaining continued 
business activity and expansion which is so sorely needed if we are to 
provide jobs and economic well-being to our expanding population. 

We have tables here on the exports. I do not have them on the 
domestic production. 

Senator Hotzianp. This is distribution only ? 

Mr. McArruor. Yes. 

Senator Hottanp. And you are going to supply the others? 

Mr. McArruvr. I will supply the worldwide production and any 
others that you would like to have. 

Senator Hottanp. This is a fine statement and we appreciate your 
appearance and your giving this statement for the record. 

Mr. TxHompson. I suggest you and the staff check carefully Mr. 
Tisch’s statement and see if there is adequate coverage of the raisin 
situation—I notice the concluding statement covers raisins. If not, 
we will ask for a special witness to cover that. It is one of the 
products that has been included under Public Law 480 according to 
my understanding by the ruling 10 days ago. 

Mr. McArruur. Yes. There is the possibility that the active boys 
in the raisin industry are not here because they are in the course 
of a hearing on a new marketing order. It may have delayed, those 
who would testify, coming here. ) 

Thank you very much. 

Senator Hottanp. Thank you, sir. 

(The tables attached to Mr. MeArthur’s statement are as follows :) 
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California dried prunes—Ecports from the United States by countries of 
destination, 1930-52, and total exports for 1st 9 months, 1953 


(Tons, net eaten eontenes weight) } 


; ai United ‘ : | Nether- : 
Year beginning Sept. 1 Kingdom France | Germany Belgium lands Denmark 


20, 294 23, 757 50, 783 
22, 660 23, 022 28, 791 
16, 097 | 21, 551 18, 352 
15, 891 | 13, 094 | 30, 353 
16, 670 14, 007 5, 093 
23, 669 24, 999 , 575 | 
15, 171 20, 827 | , 813 
19, 130 | 23, 462 8, 220 | 
22, 311 | 18, 931 5, 349 | 
16, 364 | 1, 664 1 
18, 826 | 18, 531 }, 333 | 
6, 985 0 | 0 | 
73, 177 0 0 | 
36, 365 0 0 
36, 046 | 0 0 | 
18, 898 | 194 0 | ¢ 
34, 294 39 | 0 | ¢ 171 
36, 587 | 1 , 398 627 
33, 823 3 | 1 5, 978 120 
4 21 76, 408 3, 84. 290 
22, 531 30, 062 3, 753 | 422 | 
21, 758 788 23, 738 | 3, 312 | 5, 031 
22 960 2,728 | 2, 16 4, 548 | 
3, 370 | 1, 733 9, 160. | 3, 93 7,451 | 
0 4, 088 | 126 , 55s 1, 053 
13, 498 436 | 1, 842 | , 937 | 2, 267 | 


fm SD On i 0 SO 0 GS GO 
$9 G8 SO 7 hm 5 pm Se $0 ym SO 


Pe P0309 $9 90.59 50> 





1 Includes Austria beginning May 6, 1938, and other occupied areas at various times thereafter. 

2 earn sales for the period Aug. 1, 1953, through July 31, 1953, as reported on Form PAC 12.1, Report 
of Sales. 

3 Included in domestic. Foreign Dried Fruit Report No. 32 (Federal-State Market News Service) of 
Mar. 30, 1953, shows 2,788 tons exported to Canada, September through January 1952-53 year, 

4 Handlers’ sales Aug. 1, 1953, through May 31, 1954. 

‘ Included in domestic. 


Source: Compiled from data on file with Office of Foreign Agricultural Relations, United States Depart- 
ment of Agriculture except for 1952 and 1953 which are from Prune Administrative Committee Form PAC 
12.1, Report of sales. 


Other | Total all 
countries | countries 


Other | Total 


Year beginning Sept. 1 Sweden Europe Europe 


| Canada 


, 538 
, 243 
» 517 
, 276 


415 | 
- 

2 
679 
113 
716 
919 
484 
115 
774 
= 


' 
5, 618 152, 731 
4, 862 120, 372 
4, 835 92, 208 
5 267 96, 869 
6, 016 | 78, 933 
8, 900 | 112, 493 
7, 492 79, 969 
10, 213 109, 283 
7, 507 104, 370 
7, 226 53, 020 


FOP Bin ced Lathe eronsuikh 
WOORs cane 

1932 

1933... 

1934 

1935, 

1937 

PER saint 

1939 ... 

10-year average. 
1MOiscsduy~ tsa 


20, 052 138, 698 | 
16, 725 107, 169 | 
9, 167 79, 311 | 
10, 747 &3, 923 | 
11, 960 63, 774 
12, 321 93, 877 
7,97 63, 558 
15, 414 90, 586 
12, 081 88, 748 | 
5, 750 37, 020 | 
12, 213 84, 666 } 100, 025 
652 10, 026 1 | 27, 014 
1, 416 76,012 708 , 96, 008 
| 


geese 





me 
8 2 


erepoas teres 


462 36, 827 , 208 53, 633 
700 37, 866 | 3, 711 57, 440 
6, 121 27, 353 1 3, 079 44, 949 
1, 870 37, 623 11, 709 55, 809 
6, 539 50, 199 14, 330 75, 722 
2, 062 48,812} 11,930 70, 870 
4,917 85, 736 | 4, 381 114, 286 
66, 512 6, 544 77, 343 

69, 186 6, 524 79, 700 
17, 302 5, 986 27, 215 
46, 142 | 6, 461 58, 948 
15, 662 (3) 19, 978 
20,516 (3) 33, 597 
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California dried prunes—Destinations of handlers’ export sales, by countries, 
1949-52 crop years 


[Short tons, processed weights] 


Crop years beginning Aug. 1 
Destination 
1951 


Europe: 
Austria 
Belgium 
Denmark 
Finland _. 
France 
Germany 
Greece » 
Gibraltar 
Holland 
Iceland 
Ireland _- 
Italy. 
Norway 
Portugal 
Spain 
Sweden Pi 
Switzerland 
PED. steaks bod h i ceditoe 
United Kingdom... 
Yugoslavia__.-- 





Subtotal 


Asia: 
Ceylon 
China 
Hong Kong 
Indonesia 
Iran 
Israel 
Japan 
Korea - 
Lebanon 
Malava. - - 
Republic of the Philippines 
Siam ‘in lidhainisne tae, “tehdielio i cab ine 
Singapore _. 
Syria. 











Subtotal. . -- 





Chile 
Colombia 
Dutch Guiana 
Ecuador 


Venezuela 
CN nk cocennd sith dhobeindsthintdpenpelidiake 


Subtotal 


North America: 
Bahama Islands. - 


Cuba 

Dominican Republic 
Guatemala 

Haiti 


Mexico 

Neth, West Indies 
Newfotindland_ 
Nicaragua.__. 


E] Salvador 

Trinidad 

Unspecified Central Am 
Unspecified Br. W. Indies 


Subtotal 
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California dried prunes—Destinations of handlers’ export sales, by countries, 
1949-52 crop years—Continued 


{Short tons, processed weights] 


Crop years beginning Aug. 1 


Oceania: 
New Caledonia-.-............ Lecteas | ; 1 
ok. RE) Ege oe ee ae me Pe ; ae ae: 
Tahiti i6 


Subtotal. - . 2eeSL | 17 
Africa: i 
re gi 22 
Egypt_....--- 4 ‘ 105 
pF cite Fo Een mIN DRS a, gn pode : nied ‘ * 
Morocco oene ddmdinens —_ ‘ ; 
Mozambique...............---- te cataal i or 7 a3. 
Unspecified - - 7 ; oa 17 | 


SE tienen ee ecst : Shei atipabtinke ont 115 | 145 
Unknown destination 1, 832 | 1, 655 


Total export sales ? 2 180 | en 22, 197 


! Beginning Aug. 25. 
? Entries of less than 44 ton have been omitted. 


Source: Handlers’ reports of export sales on Form PAC 12.1, which include sales made but unshipped at 
the beginning of each crop year. 


California dried prunes—Destinations of handlers’ export sales, by continents, 
and percent dispositions, 1949-52 crop years 


[Short tons, processed weight} 


Crop years beginning Aug. 1 
Destination 
1949 ! 1950 1951 1952 


BerOO. 205d jai bieb bends Side kode. co5es.2- | 18, 085 17,8 3 : 15, 662 
Asia } 568 494 . 604 
South America 839 Sil : 1, 237 
North America db Died | 727 1, 249 | ; gS4 
Oceania. prin deck hh om 14 | 17 | + 
Africa_. ie ae thi ake 115 | 145 236 
Unknown eeeniancndyancl 1, 832 | 1, 655 | 1, 247 


eo ee ae ee ee | 2 22,180 | 2 22,197 | 3 38, 546 | 





Percent of salable tonnage supply ¢ ae wird 13. 92 | “13. 4 22. 
Percent of total salable tonmage sales §__.........._..-.. 14. 07 14.35 23. 





| 
ash 


' Beginning Aug. 25. 

? Includes 41,900 tons sold under the 1949 crop year export subsidy program. About 82 percent of 1950 
crop year sales were made in August and September 1950, under this program. 

5 Includes 38,157 tons sold under the 1951 crop year export subsidy program. 

‘ Based on table 10 data converted to processed weights. 

5 Based on totals of table 16. 


Source: Handlers’ reports of export sales on form PAC 12.1, which include sales made but unshipped 
at the beginning of each crop year. 
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Prunes, dried—Estimated commerical production in specified countries 


[Short tons] 


Country Average, 


| 1953 1954 ! 
| 





Argentina ?_._.....- j ‘ bid 1, 180 
Australia tel seit i 2, 800 


Chile ‘ ; Scviene nem niedodaenaee 3, 600 
France ‘ ; ‘ whens ‘ -| 8, 400 
South Africa 

Yugoslavia 


Total above_- 
California... samnestiuaiieucenabetin ; : 57, 146, 000 | 179, 800 
Oregon . 4 7 ‘ Bae eer te 3, 2, 400 | 3, 200 


Total, United States....................- . 50, . 183, 000 


World total ; 87, 280 | 220, 730 | 


' Preliminary. 
2 Exports only. 
3 Not available; 5-year average used to arrive at world total. 


Senator Ho.tanp. Mr. Nold will be here tomorrow. I believe that 
concludes the hearings for today. 

(At 11:30 a. m. the hearing was recessed to resume at 10 a, m., Fri- 
day, April 1, 1955.) 
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FRIDAY, APRIL 1, 1955 


Unirep States Senare, 
SUBCOMMITTEE ON DisposaL oF AGRICULTURAL SURPLUSES, 
OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 824 
Senate Office Building, Senator Spessard L. Holland presiding. 

Present : Senators Holland, Young, and Schoeppel. 

Also present : Sam Thompson, adviser to the committee. 

Senator Hottanp. The subcommittee will please come to order. 

Our first witness is Mr. J. Henry Burke, marketing specialist, Fruit 
and Vegetable Division, Foreign Agricultural Service, United States 
Department of Agriculture. 

Please identify yourself for the record. 


STATEMENT OF J. HENRY BURKE, MARKETING SPECIALIST, FRUIT 
AND VEGETABLE DIVISION, FOREIGN AGRICULTURAL SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Burke. J. Henry Burke. 

Senator Hottanp. What official position do you hold in the Depart- 
ment of Agriculture ? 

Mr. Burke. I am a marketing specialist with the Foreign Agricul- 
tural Service, engaged in doing foreign citrus work. 

Senator HoLLanp. Have you, in the course of your recent operation 
in that position, been to Europe to survey the situation there? 

Mr. Burke. Yes, I have. 

I have made frequent trips to Europe for the last 6 years, and spent 
about 6 months of 1954 in the foreign citrus producing areas, and in 
the European market areas. 

Senator Hotzanp. And at what time in 1954 were you in the market- 
ing areas of Europe? 

Mr. Burke. Always in the fall; just as the Mediterranean crop was 
going to market—usually, beginning about October; October, Novem- 
ber, and December, in those months. 

Senator Hotianp. Speaking specifically of 1954, were you in Europe 
at that time last year ? 

Mr. Burke. Yes. 

Senator Hotianp. Did your visit carry over into 1955? 

Mr. Burke. No, it did not. 

Senator Honianp. Please state for the record in your own words 
the areas in Western Europe which you visited in the fall of 1954, in 


721 





722 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


your effort to check on the citrus market and the citrus potentialities ; 
just what your observations and contacts were. 

Mr. Burke. In 1954 we first went to Spain to evaluate the produc- 
tion there after the freeze of 1954, and from there through the 
citrus-producing areas on Sicily. This part of the work had to do 
with estimating the coming 1954-55 Mediterranean citrus crop. 

It was the most unusual situation in that freeze in Spain had, 
through the defoliation of trees, resulted in a much smaller than 
usual production, of about at least 15 million boxes than a year 
before. 

Senator Hotianp. That is almost entirely oranges, is it not? 

Mr. Burke. That is almost entirely oranges. 

In Italy the cold spring weather had resulted in a small orange 
crop. 

nak the report to us from Israel was that their crop was also 
small. 

So we have in the supply situation in the Mediterranean area a situ- 
ation where there was ebout 15 million hoxes less of winter oranges 
in the 1954-55 season than there had been previously, that is, the 
previous years. 

Senator Hotianp. You are speaking of the marketing season which 
is still in operation, but coming to a close? 

Mr. Burke. Coming toa close. The Mediterranean, roughly from 
November through May. 

Senator Hotitanp. Did you feel, as a result of your observations 
in Spain and Italy and your reports from Palestine, that an unusually 
good opnortunitv was offered to American citrus to begin to reestab- 
lish itself in the European markets? 

Mr. Burke. That this offered an opportunity, and an unusual 
opportunity for American citrus, both for fresh fruit and processed 
products, and particularly during the winter season, which, because 
of competiton from the Mediterranean, is not usually a large export 
season for American citrus, because we cannot compete with their 
large-scale exports, with the excellent quality and large quantities of 
winter fruits, oranges, that come from the Mediterranean. 

This is an unusual opportunity in that it offers, because of the 
short supply this crop year, our fruit industry an unusual opportunity. 
It is not an opportunity which will extend when the production in 
the Mediterranean becomes normal. 

Senator Hotitanp. Can your statement that the citrus supply from 
Spain is almost entirely oranges also be made to apply to Greily and 
Italy. Will you please comment on that? 

Mr. Burke. In Sicily and Italy, yes. 

Spain normally produces, the last few years, about 40 million boxes 
of oranges for the normal crop year. 

Italy produces about 20 million boxes of oranges. 

In addition to being a large orange-producing area, Italy is the 
world’s second largest lemon-producing area, which production is 
located mostly on the island of Sicily—producing about 9 million 
boxes of lemons a year. 

Senator Hotianp. So far as grapefruit is concerned, is there any 
substantial production from either of the areas you have mentioned ? 
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Mr. Burke. There is no substantial production from either Italy 
or Spain, However, Spain has more commercial production than 
Italy. 

Grapefruit is almost an unknown fruit in Italy. _The only country 
on the Mediterranean having any substantial quantities of grape- 
fruit is Israel. 

Senator Hottanp. Do you have, where you can supply it for the 
record, figures showing the annual production of the various types 
of citrus over the last several years from Spain, Italy, and 
Palestine ? 

Mr. Burke. We can supply that. 

Senator Hotianpb. I wish that you would supply that for the record 
at this point. 

Mr. Burke. That is, for the last 3 years. 

Senator Ho.LLanp. Senator Schoeppel, do you think that would 
suffice ? 

Senator ScHoepre.. I think that it would. 

Senator HoLttanp. Suppose you supply it for the last 3 years. 

Mr. Burke. May I suggest that also there be included the produe- 
tion from north Africa, which is also: a-substantial supplier to the 
winter European citrus markets. 

Senator Hotianp. But again, it is for oranges, is it not? 

Mr. Burke. It is for oranges and tangerines, sir. 

Senator Ho.tanp. I ask that you include north Africa in there, 
as well, 

Mr. Burke. Very well. 

(The information is as follows :) 


Citrus fruits—Production in specified countries, 1949-54 
ORANGES AND TANGERINES 
[1,000 boxes] 


Country ‘i 1951 1952 1953 


WINTER ORANGES 
Israel_......- Sy ere o es ease Be hos b, 6, 708 
Spain__ 28, 852 | 32,776 
French ‘Morocco 5, 5387 
8, 185 
724 | 
18, 0O1 


--| 6,525 | 5,423 | 6,703 | 7,650 | 
| 35, 123 | 34,752 | 37,044 | 40,511 | 


| 


GRAPEFRUIT 


French Morocco. 


Turkey : : 
OR ie iia nit tees, in my einiinlidiabinen 
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Senator Horianp. To come back to your observations on the mar- 
kets, do I understand that you visited both the continental markets of 
Western Europe and the United Kingdom markets ? 

Mr. Burke. Yes, Senator Holland. 

In the market areas, I visted Switzerland, France, Belgium, Neth- 
erlands, Western Germany, Norway, Sweden, Denmark, and the 
United Kingdom. 

Senator Horianp. Does not that include the whole group of 
markets ? 

Mr. Burke. What we normally think of as the Western European 
markets. 

Senator Hotianp. In the Western European area. 

Will you state in your own way the observations that you made in 
those areas with reference, first, to the character, quality, experience, 
interest, and diligence displayed by the agricultural attachés attached 
to our Embassies in each of those areas ? 

Mr. Burke. Well, Senator, I believe that that is a phase where, in 
my capacity, I would not be appropriate to comment. My work is in 
marketing. I do not come within that. I do not have contact with 
the work of the attachés or their records. 

My interest is confined solely to the marketing study of marketing 
opportunities for citrus. 

Senator Horianp. You did in each area contact the agricultural 
attaché, did you not? 

Mr. Burke. In some places; no. It all depends upon the time I have 
tospend. I spend my time in the marketing areas. 

As to Germany, for instance, I was there twice last year. I go to 
Hamburg, where our export markets are, and work with the trade 
there. I did not have the opportunity to go to Bonn, to see the attaché. 
It did not seem to be necessary at that time. 

In most countries, I do see and work out of the office of the agricul- 
tural attaché. 

Senator Hottanp. We have many comments, most of them entirely 
friendly and complimentary, on the personnel that are now serving as 
agricultural attachés. Will you please state for the record the names 
of the ones you saw, and conferred with, in each of the areas which 
you visited ? 

Mr. Burke. The market areas? 

Senator Hotianp. Yes; in each of the nations that you visited. 

Mr. Burke. I saw Mr. Burl Stugard, agricultural attaché in Ma- 
drid; Mr. Francis Flood, agricultural attaché in Rome; Mr. Omer 
Herman, agricultural attaché in Paris; Mr. Eric Englund, agricultural 
attaché in London. 

Senator Hottanp. What about Switzerland ? 

Mr. Burke. We have no attaché in Switzerland. 

Senator Hottanp. What about Holland and Belgium? 

Mr. Burke. In Belgium, the attaché was absent at the time that 
I was there, so that I did not see Mr. Anderson. 

In Holland, I saw Mr. George Dietz. He is the attaché at The 
Hague, in Netherlands. 

We have no attaché in Norway now. 

I saw Mr. Elmer Reese, the agricultural attaché in Stockholm. 

Senator Hottanp. What about Copenhagen ? 
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Mr. Burxe. I think Mr. Berg was absent at the time. 

Senator Hotianp. What about West Germany ; do we have an agri- 
cultural attaché there / 

Mr. Burke. Mr. Haggerty. I did not see him, as I explained, I did 
not go to Bonn. 

Senator Hotianp. In addition to the attaché, did you have oceasion 
to visit Mr. Motz? 

Mr. Burke. Yes. 

Senator Hotianp. At what part of your trip? 

Mr. Bure. I saw Mr. Motz in London. 

Senator Hoitianp. He is regarded as one of the best informed and 
most experienced observers among the personnel whom we have in this 
field, is he not ? 

Mr. Burke. Mr. Motz has been in the European citrus markets rep- 
resenting American agriculture for, I guess, at least 25 years, in vari- 
ous periods. 

Senator HoLLanp. Let us come to the second thing. 

Please state, country by country, the experiences that you had in 
contacting the trade, the importing trade, which handles citrus brought 
into these countries for sale to the people of those countries. 

Mr. Burke. What would you have reference to, Senator ? 

Senator HoLuanp. Well, with reference to their attitudes toward 
American citrus or fruits, and their attitude toward the barriers, if 
any, which were being interposed by their own governments; their 
attitude toward the barriers, if any, which were being interposed by 
our Government; their attitudes toward the competitive practices 
which they were experiencing from other areas that produce fruits 
which comnete with ours. 

Any of those fields, or all of them. 

You must have explored them with the receiving trade whom you 
contacted. If you did, I feel that the committee would very greatly 
value your statements in those various fields. 

Mr. Burke. In each country the situation is different, the problems 
are different. Let us start first with France. 

France is a poor country as regards dollars with which to make 
purchases from the dollar area. 

The restrictions against, the difficulties of making imports of dollar 
citrus have been very great, because it has only been possible with 
premium dollars—dollars purchased at very high premiums. 

Senator Hottanp. You mean, much above the market? 

Mr. Burxe. Much above. 

For example, in the normal, the exchange rate was 350 francs to the 
dollar. The importers recently purchasing francs to make imports, 
’ have -had to pay as high as 700 frame to the dollar, or nearly twice. 

Senator Hotianp. Just a moment on that. 

What ruling or what condition brings about the necessity for the 
importers who want to import American fruit, to spend up to 700 
francs for the purchase of dollars for that type of business? 

Mr. Burke. Because they cannot obtain the francs at the normal rate 
of exchange with which to make the imports. In other words, they 
cannot obtain an import license, which implies two things: 

permission to import the fruit, and, second, the dollars through. 
the Bank of France which they would be able to obtain to make that 
purchase. 
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Senator Hotianp. Do you mean that they import our fruit without 
a license ¢ 

Mr. Burke. No. They import them with a license. The French 
will permit and issue a license under certain conditions—under a 
pean al import program for the so-called soft commodities or the 
ess desirable commodities. 

The program in France is usually tied in with a program to stabilize 
their aleohol industry, where they have a great surplus of alcohol or 
of some commodity that they have to sell in the world markets, maybe 
at a loss to themselves, ! 

They permit the purchase, the import of American citrus, at these 
very high premiums in order that these exports, surplus to ‘them; 
which they could not make otherwise, so that they can subsidize them 
by that means. You see, it works in that circle. 

Senator Hotitanp. Do you mean that they do not grant a license 
which will be financed by the Bank of France at the current legal rate 
of exchange ? 

Mr. Burke. That is right. 

Senator Hottanp. Where is it financed ¢ 

Mr. Burke. It is financed through the program ae com- 
modity from France, a surplus commodity, is. exported: e. pre- 
miums that are obtained from the sale of the francs is used to sub- 
sidize these otherwise uneconomic exports. That is it, in very general 
terms. It isa highly technical thing, Senator Holland. 

Senator Hotianp. I am afraid it is so technical that the subcom- 
mittee may not understand it. If you do not mind spelling it out a 
little more in detail, we would appreciate it. 

For instance, suppose the French were anxious to approve the pur- 
chase of some grapefruit or apples.or pears from the United, States, 
and at the same time to sell some champagne or sauterne or some of 
their well-known brands of wine, spell out for the record just. how 
the two transactions could be handled in a way as a single transaction 
which would require the purchase of dollars at a premium, virtually 
twice as much as the going legal rate of exchange. 

Mr. Burke. Well, first of all, 1 do not believe it would apply to what 
France considers one of the major exports, that is, wine or champagne. 
It would apply to something less desirable, such as alcohol. 

Senator tena You mean commercial alcohol ? 


Mr. Burke. Yes. Or to molasses or something like that. 

Senator Hotitanp. Use commercial alcohol as an example;,,-It, is 
not important that we pin down the particular French commodity 
which is used, 70" 

Mr. Burke. It would work roughly this way : 

Supposing that the world price of aleohol is, we will sey, $50 a ton. 

u 


The cost, due to a program in France—their cost of p ction that 
they have in it—is $90 a ton. That is their cost. They have to,come 
out on that basis. They want to get rid of their alcohol. exc: 
So they have a program whereby they will permit,the import, of a 
commodity that can be sold.at a premium, which in this case could be, 
let us say, summer oranges. So they permit, we will say, this: They 
offer a license for 200,000 boxes of oranges. They offer these., Often 
they are offered to the highest bidder, as to who will pay most for them. 
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Senator Hottanp. Who offers them ? 

Mr. Burke. The French Government—as to who will pay the most 
for them, to get the maximum, until they get a premium on the francs, 
which in this case, you see, if the world price of alcohol is $50, that is, 
hypothetically, and they have a $90 cost in it, they would have to have 
a premium of nearly 100 percent on the francs in order to pay off the 
$90 at home and be able to sell the product at the world market price. 
That is only by way of illustration. 

Senator Hotianp. And they would permit them the dollars re- 
ceived, if this sale was for dollars at $50, for a product that cost them 
$90—they would permit the use of those $50 when converted into francs 
at the rate required by the fact that the product was worth $90—they 
would permit the use of those francs in the acquisition of fruit which 
then, in turn, would be permitted in only such an amount as could be 
sold at a premium ? 

Mr. Burxe. That is right. 

Senator Hotuanp. Does it indicate that there is a market, a decided 
market, for American citrus or other American fruics Wise) te Is eS- 
tablished that the people are willing to pay sizable premiums for such 
fruit ? 

Mr. Burke. Such premiums as I have mentioned in France would 
be paid for the purchase of summer oranges only, probably from July 
through September, because you see, France has the large colonies, 
Algeria’ and: Moroceo, colonies which supply her with substantial 
quantities of citrus. 

Senator Hetxanp. That is in the winter? 

Mr. Burke. It would apply to that, and to citrus juices, summer 
oranges and citrus juices. 

Senator Hottanp. You mean canned juices? 

Mr. Burke. Canned juices. 

Senator Hotzanp. In other words, the Valencias coming on in mid- 
summer, let us say, from southern California, which is at its peak at 
— ere could be imported under the scheme which you have out- 
lin 

Mr. Burke. Yes, sir. 

Senator Hotianp. Because there were people who wanted them and 
were willing to pay a premium for them ? 

Mr. Burke. Yes, sir. 

Senator Ho11anp. Likewise, a limited quantity of citrus juices 
coming in from Florida, California, or where else 

Mr. Burke. Mostly through Belgium. 

Senator Hoiianp. They would be brought in, in the same way? 

Mr, Burke. Yes, sir. 

Senator Hottanp. They would be first imported into Belgium and 
then transshipped into France? 

Mr. Burke. The fruit juices; yes. The citrus; mostly no. 

Senator Hoitianp. Citrus would mostly come direct? 

Mr. Burke. Mostly direct. 

Senater' Hotnanp. But the juices, where the transportation preb- 
lem and the time element is not so great, not so acute, would come 
by transshipment from a port like Antwerp ? 
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Mr. Burke. Yes. 

Senator Hotianp. Or Rotterdam 4 

Mr. Burke. Or Rotterdam. 

Senator Hottanp. In Holland? 

Mr. Burxe. Yes. 

Senator Hornanp. A shipload would come in and would be dis- 
tributed partly to France and partly to the Low Countries and finally 
to other destinations ? 

Mr. Burke. Where supplies are on hand usually in the hands of 
the importers. 

In fairness, I think I should say this. I have been giving you 
a rough example of the subject. There are people who make an entire 
study of this thing of the foreign exchange, and in detail, who are 
more capable of giving testimony on it than I am. Shall I continue 
with France? 

Senator Hottanp. Yes, particularly with reference now, if you will, 
to the contacts that you had with the receivers, with the importers, 
and their reactions as expressed to you. 

Mr. Burxe. Well, when I was last in France this fall, to go on 
with this, the problem in France is this of paying high premiums 
for the product, that is, the import. 

There is a program in France by which imports can be had, in 
an agricultural commodity. That is, if it can be exported. 

The French Government, under a certain plan, will permit a per- 
centage of the dollar returns from such exports to be used for the 
import of dollar agricultural commodities. In other words, if a firm 
here, a canner, for instance, let us say, take canned mushrooms or 
a food product, a canned sauce. something like that, from France, 
to be imported into the United States for dollars under a previously 
agreed upon arrangement, a certain percentage of such exports could 
be made available for the import of Florida citrus juices or for 
fresh citrus fruits. And there is a little bit of import business being 
done on that basis. 

Senator ScHorpren. At what price? Is this at an inflated price 
or a premium price, or what would it be considered to be, somewhat 
comparable to the world price? 

Mr. Brrxe. It may or may not be. It all would depend upon the 
specific deal involved. I mean it depends upon each deal as to how 
much they are making on the fresh product they handle. It is differ- 
ent from this other program where they purchase the francs at a 
premium. 

Although France is now the world’s largest importer of citrus 
fruits, considering that which comes from north Africa as an im- 
port—importing about 17 million boxes of oranges a year—she still 
does not have big business in the importing business. Their import- 
ing trade consists of hundreds of small importers, small firms. 

In the Holland market there are literally thousands of people in 
both the import and wholesale trade. 

However, there are about five firms that could be considered as of 
major consequence in the import trade in France. 
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Senator Hotuanp. Really, the citrus fruit coming into France from 
north Africa is not an import; is it? Is not north Africa an integral 
part of France? 

Mr. Burke. Algeria and Tunisia are. Morocco is a protectorate. 
When I said “imports,” I considered north Africa as an importing 
country. 

Senstoe Horan. The fact is that much of the shipment that they 
have from Africa comes from an integral part of France? 

Mr. Burxe. From an integral part of colonial France. 

Senator Hotitanp. They have direct representation in the French 
parliamentary bodies and are a part of the Republic of France, are 
they not? 

Mr. Burxer. Yes. 

Senator Hottanp. Go ahead. 

Mr. Burke. We have just been to Spain. We were discussing the 
possibility of the import of American citrus and the opportunities 
offered because of the short supplies in the Mediterranean. We dis- 
cussed the possibilities with the trade. 

They advised us of their holdings of these premium dollars and the 
possibilities of making the imports. 

At the time I was there certain specialists of the French import 
trade were very much concerned—this was in November—over the 
shipments of grapefruit which they had received from the United 
States which was in very poor condition, probably having been har- 
vested too early, and it was showing brown spots and rapid deteriora- 
tion after arrival in France. 

That, I think, about covers generally the French situation. It is 
a market that will continue to be highly restricted, so far as we can 
see, except for these premium-dollar propositions or of commodity 
deals whereby one French commodity can be sold in return for per- 
mission for the other. 

Senator Hoiianp. Did you find on the part of the importers in 
France any indications that they had been subjected to unfair or 
unusual competitive practices from any of the competing citrus areas / 

Mr. Burxe. I would not say so; no. 

Senator Hotianp. You did find such evidences in other countries 
that you visited, did you not? 

Mr. Burke. You are speaking of Israel ? 

Senator Hortanp. Any country. As I read your letter—-I believe 
it was the report to the Department of Agriculture—you did run into 
evidence of very unusual trade practices on the part of Israel relative 
to grapefruit. 

Mr. Burxe. Shall we go to Belgium next? 

Senator Hottanp. Was it there that you had those experiences? 

Mr. Burxe. Yes, it was. 

Senator Hotranp. All right, let us go to Belgium. 

Mr. Bourse. It is entirely a different citrus market. It is one in 
which, eontrary to France, not being restricted, the market is avail- 
able to us. Dollars can be obtained without premiums, and as much 
import can be made as the trade wishes to obtain. 

n this market in Belgium I was informed that the delegation from 
Israel had been there and had offered a proposition whereby their 
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grapefruit would be offered on a consignment basis with the under- 
standing that the receivers of such consignment fruit would make 
limited cash purchases of other competing grapefruit. However, the 
importers entering into this agreement, which I assume was a verbal 
agreement, would be very happy to receive competing grapefruit on 
a consignment basis. 

So in offering this consignment arrangement it was not restrive 
in the sense that other products could not be sold there if they were 
offered on the same basis. 

Senator Hottanp. What was the consignment basis on which the 
Israel grapefruit was offered ? 

Mr. Burke. This is hearsay as it was told to me. 

Senator Hotzianp. Did it come to you from the receivers? 

Mr. Burke. From the trade. No activity, no trade had been con- 
summated under this agreement because it was too early for the grape- 
fruit. It was tied in, also, I think, with the Israel orange marketing 
program, in that in order to obtain Israel Shamouti oranges in the 
spring, it was a requirement that they would have to take some of 
Israel’s grapefruit on consignment, which commodity she would con- 
sider a surplus. 

Senator Hotianp. In other words, in order to get the Israel oranges 
with which we do not compete in the spring shipping: 

Mr. Burke. We compete directly with them, yes. 

Senator Hotianp. Do we ship fresh fruit, oranges, into Belgium 
in the winter and early spring? 

Mr. Burke. We will ship heavily this year. Usually we will ship 
some. 

Senator Hotianp. Please state just as clearly as you can what was 
the tie-in between the oranges and the grapefruit in the uirement 
which was laid down by the Israel citrus marketing board 

Mr. Burke. As it was told to me by members of the trade, the 
importers were offered the opportunity of obtaining—being able to 
purchase that Israel Shamouti oranges, if they were willing to take 
Israel grapefruit, in the grapefruit season, on a consignment basis 
and would make only limited purchases for their own account of 
grapefruit from other areas. 

Senator Hotianp. And if they did not live up to that condition, no 
Shamouti oranges? 

Mr. Burxer. That is the way it was told to me by the trade. 

Senator Hortianp. Was the trade happy about that kind of an 
ultimatum ? 

Mr. Burke. Well, the trade was not too pleased with it, but they 
want to have the Israel Shamouti, which is a large orange of a good 
quality that is very much appreciated in those markets. To be com- 
petitive, an importer in season must have these fruits to offer to his 
wholesalers. It is an unusual and distinctive fruit. 

Senator Hottanp. So that there was a definite tie-in, in the trade 
requirement laid down by the Israel citrus marketing board between 
their oranges and grapefruit, in that unless their grapefruit be re- 
ceived on consignment with the understanding that only very limited 
supplies from elsewhere were also received, that the receivers would 
not receive any Israel Shamouti oranges? 
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Mr. Burke. As it was told to me by the trade—related to me—it 
was roughly so. However, it would be fair to point out that in this 
arrangement, this was not one which greatly restricted the market 
and placed great restraint on the market for grapefruit in Europe, 
that is continental Europe, uses very little grapefruit. ‘They have only 
small quantities. 

In some countries the import and use of grapefruit is increasing. 
In some countries, such as Sweden, the indications are that the use 
of grapefruit is decreasing. 

The countries on the continent import all of the year from all 
sources only about one-half million boxes of grapefruit a year, com- 
pared to any normal year of 30 million boxes of oranges. 

Senator HotitAnp. You speak now of fresh fruit? 

Mr. Burke. Of fresh fruit; yes. So the Mediterranean supply- 
ing areas, Israel, North Africa, with what little comes from Cyprus 
and Spain, can roughly supply these continental needs in the market 
in its present condition, its present grapefruit capacity, but these 
importers in accepting this made it perfectly clear that they would 
be willing to receive United States grapefruit—they purchase some 
United States grapefruit on a cash basis—they would be willing to 
receive any quantities of American grapefruit that were offered on a 
consignment basis. 

Senator Hotitanp. Under the Israel citrus marketing board pro- 
posal were the receivers to be paid a guaranteed commission on the 
consignment of grapefruit which they should accept under that 
proposal ¢ 

Mr. Burke. I am sorry that I cannot recall. I do not know. 

Senator Hotianp. Well now, what about the oranges, the Shamouti 
oranges—were they on consignment in the same way, or were they 
sold for cash? 

Mr. Burke. At the time I was there the exact terms of the sale were 
not known, but they are usually sold at a fixed price for cash, a firm 
sale. It is not always that way. 

In Israel the marketing or the exporting of citrus is not handled in 
the same way as we do it here, by individual enterprises. In both 
Tsrael and South Africa, all citrus exporting is handled by one organi- 
zation, a marketing board, a marketing organization. There is not 
any such thing as obtaining Israel citrus from 2 or 3 different sources. 
It all comes from 1 source, controlled by 1 marketing organization. 

Senator Hotianp. Is that marketing organization an official gov- 
ernmental organization ¢ 

Mr, Burke. It is a quasi-official organization. It is operating 
under law in each case. 

Senator Hor.anp. It operates under law. The personnel -of it 
largely consists of government officials who sit in as members of the 
board; is that not correct ? 

Mr. Burke. I would not say that the officials are government offi- 
cials. This is a marketing body that is permissive, set up under per- 
missive legislation, to my knowledge. 

Senator Ho.itanp. Will you supply for the record the exact facts as 
to the personnel of the Israel Citrus Marketing Board? 
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Mr. Burke. As we can obtain them, yes, sir. That is, their official 
connection. 
(The information to be supplied is as follows:) 


MEMBERSHIP OF ISRAEL’s Crtrus CoNTRoL Boards INDICATING THE GOVERNMENT 
AFFILIATION OR Bopy REPRESENTED BY EACH MEMBER 


Citrus Marketing Board of Israel: 
Abraham Hiasch Ministry Agriculture. 
Be, Ts isin chttidideenmeemioiin Ministry Finance, 
Bezalel Roth Ministry Commerce. 


Y. Chorin Citrus producers. 
I. Rokach d 


oO. 
Citrus Marketing and Control Board. 


Critus Control Board of Israel : 
Abraham Hiasch Ministry Agriculture. 
M. Shattner Ministry Finance. 
Bemalel Moths uae. aldich a Ministry Commerce. 
Emile Visser Citrus producers. 
Z. Isakson Do. 


Do. 
Do. 
Citrus Marketing and Control Board. 

Senator Hottanp. How many of the receivers in Belgium gave you 
this view of the Israel proposal ? 

Mr. Burxe. I discussed this matter with three of the largest firms 
there. 

Senator Hottanp. Did they all give you the same story ? 

Mr. Burke. Yes, sir. 

Senator Hotzanp. All right. Now, if you will proceed to the next 
country, please. 

Mr. Burke. In summarizing, Belgium is a free market for our 
citrus. They take large quantities of oranges, some grapefruit, large 
quantities of citrus juices, almost no grapefruit sections which com- 
modity is not sold in those markets. 

Senator Hottanp. The comment that you have made with reference 
to the very limited consumption of fresh grapefruit in Europe was 
not meant to apply to the canned juices or to the canned sections, 
taking West Europe as a whole? 

Mr. Burke. On continental Europe the statement would also hold 
for canned-grapefruit sections. 

Senator Hottanp. You mean that it is very limited ? 

Mr. Burke. Almost an unknown product. 

Senator Hottanp. What about the grapefruit juice? 

Mr. Burxe. Grapefruit juice is very widely distributed in all areas. 

Senator Hotianp. And the 500,000-box figure that you gave applied 
only to fresh grapefruit? 

Mr. Burke. Fresh fruit; yes. 

Senator Hotianp. Do you have the figures available by countries 
or as a whole with reference to the strength of the grapefruit juice 
market ? 

Mr. Burke. We have it by months. 

Senator Hottanp. Will you supply that for the record ¢ 

Mr. Burke. Yes; wecan, 

(The information to be supplied is as follows :) 
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Grapefruit juice, single strength and concentrated: Exports from the United 
States to specified countries, 1951-52, 1954-55 


[Cases] 


Year beginning Nov. 1 








Single strength Frozen concentrate' | Hot pack concentrate ! 


| 
| 1951 1952 | 1953 | 19542| 1952 | 1952 | 1953 | 19542/ 1952 | 1952 | 1953 | 19542 


al ! Re es heigl sipebuiinle cheeipictel 


| | | 
Canada-_......- 880, 494) 919, 498) 947, 641/190, 185, 2, 614) 5, 801) 8, 435) 341 904, 702 
Other America.| 14, 589 19, 193) 9, 860 658) 2,096 825 103) 49' 356] 1,478) 1, 659 
France... . | $1,563] 49,060} 119,519) 4,002)...-_|.-2. Jo eject pee 
| 1,684) 9,677) 38,532) 9, 238). .| | 
Netherlands....| 23,809} 33,106} 23,825) 506)--.-__j_----_| 
Switzerland.....| 11,327 4, 282 1, 690) 
Belgium | 31,916 62, 535 26, 386 i 
Austria _- i 789) 769 
Denmark. . al 7 | 1, 021 
Germany, West 58, 675) 127, 936 
United King- | 
2, 069 


, 


Redd td Sheek bbs 355 


at ae Bie dans ec) 
Other world..../ 11,109) 11, 111) 56,909) 5, 852) | 885) 1,062) 


} | 











1,068, 4811, 242, 314/1, 562, 714/212, 390! 5, 211! 6, 626! 9, 423) 1, 452/19, 739/14, 370/23, 650) 1, 324 


110 months; not separately classified prior to Jan. 1, 1952. 
2 November-January. 

3 Includes Northern Ireland. 

Cases of 24 No. 2 size cans, 


Source: Compiled from records of the Bureau of Census. 


Senator Hotzanp. There is a very substantial market for single- 
strength grapefruit juice? 

Mr. Burke. There is. In that connection, in a free market our 
products can be imported free, American juice products, canned prod- 
ucts, canned products dominate the market and you will never find 
another other juice product for sale in a free market. In other words, 
all of the canned single-strength orange and grapefruit juices which 
are sold in Switzerland, in Belgium, in the Nether ands, are American 
juices. 

Senator Hotianp. Is that because of the quality and also because of 
the cheapness of the price of the American canned product? 

Mr. Burke. Because of the quality and because of the price. 

Senator Hotzanp. All right, go right ahead to the Netherlands. 

Mr. Burke. The Netherlands is another market which until recent] 
the importers paid small premiums for their currencies with whic 
to make imports. However, those premiums were gradually dimin- 
ished, and now that program is abolished. The Dutch importers are 
free to obtain dollars at normal rates of exchange and in adequate 
quantity to make any citrus imports that they wish. In other words, 
it is a free market for us. 

Senator Hotzanp. What comment can you make about the de 
of prosperity which you found in Belgium and the Netherlands and 
for that matter in all of the countries where you went? 

Mr. Burke. Europe, as a whole, is enjoying a very excellent period 
of prosperity. 





734 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Senator Hotianv. That is particularly true in Belgium and the 
Netherlands; is it not? 

Mr. Burxe. Particularly true in Belgium and the Netherlands, 
and in Sweden and Switzerland. 

Senator Hotzanp. All right, sir. 

Tell us about your observations in the Netherlands. Did you con- 
sult with the leading importers there ? 

Mr. Burxe. Yes. 

And like in Antwerp, being one of the leading citrus-fruit auctions 
of Europe; in Rotterdam is located another one of the major fruit 
auctions in Europe. And like Antwerp, this is where fruit is big 
business, and there are large firms engaged in the import trade. 

In both Belgium and the Netherlands the transit business is also 
a part of their operation. 

Senator Hottanp. What business? 

Mr. Burxe. The transit business. In other words, the Dutch im- 
port for their own account, then they sell to other countries. 

In other words, they act as a distributing point for our products 
throughout Western Europe. Thus, a great deal of the canned citrus 
juices going to Germany and France and to other countries in West- 
ern Europe come from Holland. Often, the Dutch are able not alone 
to obtain supplies and have supplies available, but they are able to 
do the currency manipulations and financing which is necessary in 
these transactions. 

Senator Hoxizanp. Do they also transship to Luxembourg and 
Switzerland ? 

Mr. Burke. Yes. 


Most of the trade through Switzerland is received at Rotterdam. 
The Dutch market is a little different from the Belgium market. 
They have a little different choice in fruits. They are much more 
sensitive in the prices they ene the size of the fruit they receive 


than is the Belgium market. ey appreciate the thick-skinned Sha- 
mouti orange very much, indeed. 

There has been during the last 2 years a great stride in that market 
in the selling of our Florida juice oranges, for the purpose of juice, 
which is rather a new departure in the European market, because 
Europeans generally have eaten oranges and have not used them as 

uice. 

Florida oranges are now sold there. They have signs in Dutch, 
“Good for juice” or “Full of juice,” and they are sometimes selling 
little juicers along with the fruits, so that the merchandising there 
has taken on a new form. 

Senator Horzanp. You found the Dutch well able to discern qual- 
ity and high standards when they found them; is that it? 

Mr. Burke. Well, they have been willing to change a consuming 
habit in using juice oranges. 

Florida oranges and grapefruit juices are widely distributed in the 
grocery stores. They are widely distributed because they are the 
cheapest canned item in the store. ; 

I think it is rather remarkable that this wide distribution has been 
obtained, with the limited amount of merchandising effort we have 
been able to give them. 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 735 


Senator Horxanp. Is it not true that in the low countries sizable 
markets for summer Valencias from California exist on a premium 
basis, just as in the case of France? 

Mr. Burxe. When I am speaking of the import into both Belgium 
and the Netherlands, I am speaking of all of our citrus imports, 
which in normal years is primarily summer oranges. 

Senator Hottanp. The fresh fruit primarily is the summer orange, 
and the canned fruit is the canned grapefruit or orange, either one! 

Mr. Burke, Yes. 

Senator Ho_uanp. The reason that you emphasize that, as I trust 
you do in your report, is because your field of work is citrus? 

Mr. Burke. It is entirely citrus. 

Senator Horzanp. The same observations which you have made 
with reference to citrus may apply in the case of other fruits, but 
you are not personally assigned to those? 

Mr. Burke. That is not my field. 

Senator HoLtianD, All right, sir. 

Did you find the same conditions or similar conditions in the im- 
porting trade in Holland to those that you found in Belgium with ref- 
erence to the proposal of the Israel Citrus Marketing Board? 

Mr. Burke. In Holland, the import trade is not as integrated as it 
is in Belgium. In Belgium only three firms handle the majority of 
the imports. In Holland there are many more. It is my understand- 
ing that about seven firms in Holland were party to the Israel agree- 
ment. There are other smaller import firms that were not a party to 
this agreement, and not subject to its conditions. 

Senator Hotianp. In other words, in Holland there is a possibility 
for us to expand our markets of grapefruit by dealing with the 
smaller importers who have not accepted the proposal of the Israel 
Citrus Marketing Board ? 

Mr. Burke. When you speak of expanding markets on the Conti- 
nent, if they can be expanded it will have to be a part of an aggressive, 
well-organized effort on the part of our grapefruit selling and pro- 
ducing areas to place grapefruits in the hands of people on the conti- 
nent of Europe who have never seen a grapefruit, have never had a 
grapefruit. There is no unfilled demand there. 

Senator Younc. Several members of the Canadian Parliament just 
came in. They were coming to my office. I have asked them to come 
here, first. I want the committee to know that they are here. 

Senator HotLtanp. We are very happy that you are here. We 
would be very happy to have you present them, if you would. 

(The delegation was presented to the committee. ) 

Senator Hot.anp. May I state that my State has long had most 
pleasant commercial relations with the Canadian consuming market 
for citrus fruits and also for winter vegetables. We have quite large 
outlets up there, and are very happy to recognize that fact. We have 
tried to reciprocate by being good consumers and travelers up through 
Janada at the vacation period of the year. 


Canada is one of our very fine markets, for both citrus fruits and 
fresh vegetables. We are very happy to have you here. 

All right, sir. ‘ 

If I understand your testimony, then, it is that so far as the seven 
large grapefruit receivers in the Netherlands are concerned we have 
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not had any export business of our fresh grapefruit with them, but 
have been forced to rely upon such business as we could build with the 
smaller importers there ? 

Mr. Burxe. I could not say that we have had no business with these 
larger ones, because it is not to my knowledge, but it was my under- 
standing at the time I was there last November that a group which I 
believe is seven, as I recollect it, entered into this agreement. 

Senator HotLanp. With Israel ? 

Mr. Burke. With Israel; and which was a verbal agreement. 

The small importers took advantage of the situation to obtain sup- 
plies; that is, some supplies of grapefruit from the United States. 

Senator HoL.anp. t en that means, necessarily, does it not, that 
the result of entering into that agreement with the Israel Citrus 
Marketing Board was to very gravely restrict our opportunity to 
build a market for our American grapefruit in that area? 

Mr. Burke. It was a restriction, but not a great restriction, because 
of the fact that continental Europe does not use large quantities of 
grapefruit. 

As I explained, Israel and the other countries can just about supply 
the present market. If we want a larger market, we are going to have 
to make it. 

Senator Hotzanp. Well, now, to come to the canned grapefruit, is 
that handled both by the large importers and the small importers? 

Mr. Burke. The process trade is variously handled. Some large 
department stores import on their own account. Department stores 
are large food retailing units in Europe. There are some people en- 
gaged in the business here of import, where they would be importers 
and wholesalers. 

The juices, as I explained, are widely distributed in Holland. - And, 
as in Belgium, only American orange and grapefruit juices are to be 
found on the shelves. The only product there would be no grapefruit 
sections seen on the shelves, not because the purchases cannot be made 
but because there is as yet no market for this unknown product in 
the Netherlands. 

There are small qantities of Japanese tangerine sections available on 
the shelves. 

It is rather evident that to maintain this position of wide distribu- 
tion on juices that some merchandising is going to be necessary be- 
cause last fall the retail price of canned citrus juices on the shelves 
in the Netherlands was equal to or sometimes below the then existing 
costs of the replacement of the stocks, which would indicate that it 
was not either an active, moving item or one that was being sold at 
any great profit. 

Senator Hotzanp. We took testimony in Florida several days ago. 
I remember that Mr. Rathbone, who is the head of the Florida citrus 
canners organization, supplied for us at that time figures bearing out 
what you have just stated, that there is a sizable traditional market 
for citrus juices in Western Europe but not for citrus sections, except 
in the United Kingdom, but that there was a very large market there 
prior to World War II, which has not, however, renewed any sub- 
stantial business since that time—— 

Mr. Burke. That is right. 

Senator Hotuanp. Not because of the want of demand but because 
of restrictions, which we will get around to later. 
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Mr. Burke. Yes. 

Shall we go next to Germany ! 

Senator HoLttanp. We will now goto Germany. 

Mr. Burke. Western Germany is ina different condition. Western 
Germany, in some ways, is more fortunate, or has been in a more for- 
tunate financial position than these other countries. It has not had 
to bear the expense of rearmament or the maintenance of military 
establishments. 

The growth of Germany, the rehabilitation of Germany, has been 
magic in the last 5 years. 

Senator Horianp. You have seen it practically yearly, have you not? 

Mr. Burxe. I have seen it yearly since 1948. It is practically un- 
believable to see it today, the vast strides which have been made in 
the rehabilitation, and the very vigorous economy which Western 
Germany now has, which, I am informed over a year ago, that Western 
Germany now economically is stronger than it was; that is, all of 
Germany was, prior to the last war. 

In Germany, as I mentioned in Holland, up until recently they had 
followed a premium dollar export plan, whereby in exports to the 
United States as a matter of stimulating exports in the dollar area, 
exporters obtained « premium, and were able to sell or obtain about 
10 percent of the exchange, which they obtained for their own ac- 
count which they were able to sell the importers at a premium. 

And so, in Germany that applied to certain commodities again, 
which were surplus, like molasses, and again alcohol, things like that, 

. which were in surplus to the German economy. 

It was dollars from these sources that have been used to make our 
citrus imports into Western Germany of both fresh fruit and of 
canned juices. 

Recently Germany, last year, started in to change this program 
and to find its way toward eliminating this bonus system which had 
been disapproved, I think, by the OEEC countries, and they tried to 
get rid of it. 

Germany last fall was in a state of transition whereby importers 
still held for their own account at least $2 million which had been 
purchased at a premium for dollar imports, and which they were 
holding until the time for such imports were right, and at the same 
time the plan was being discontinued and a new means of obtaining 
dollars, which the German import trade would hope would be a mat- 
ter of free exchange, which had not yet been established. 

Senator Hottanp. Has that been established by this date? 

Mr. Burke. Not to my knowledge. Ihave been on leave. I would 
not have knowledge of that. 

Senator Youna. Does not Germany acquire quite a large portion of 
their food requirements from South America, particularly Argentina, 
through barter deals ? 

Mr. Burke. They acquire some. 

Senator Youne. As I recall, they acquired a very large part of 
their food requirements previous to World War II through barter 
deals with South American countries. I was of the opinion they were 
going back to barter deals now. 

Mr. Burke. They obtain some citrus and other commodities from 
Chile, and a little from Brazil. As to other commodities, I could not 
say. 





738 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Senator Young. You are not familiar with them? 

Mr. Burke. I am not familiar with those; I am sorry. 

Senator Youne. I am not too familiar with the fruit problem. 
About the only fruits we produce in my State are choke-cherries and 
crabapples. We do not have the surplus that the chairman does in 
fruits in his State of Florida. The chairman is our authority in this, 
and a very good one. 

Senator Hottanp. Thank you very much. 

Could I ask you to take over, Senator Schoeppel, at this time? I 
must leave. 

I assure you that I will read every bit of your testimony, Mr. Burke. 
I am sorry to miss any of it now, but it is necessary that I do so. 

Senator Scuorrren (presiding). You may proceed. I do not recall 
exactly the last question that Senator Holland asked you. 

Mr. Burke. We were talking about Germany. 

Senator Scuorrret. Yes. You may proceed, sir. 

Mr. Burke. As we said, Germany is in an economic state of transi- 
tion, going from being able to purchase dollar fruits with bonus 
dollars system, into some other system probably yet to be decided. 

While we were in Germany this fall, we explored the possibility 
with the trade and sought to interest them in the possibility of utiliz- 
ing our surplus commodity laws for obtaining our citrus fruits and 
juices during this interim period of transition from the bonus dollar 
system until such system would be established. 

I think that I should mention that in Germany there is evidence, 
as there is in other countries, of the effects on our imports of the so- 
called green front, which the organization of domestic German agri- 
cultural industry in fruits, as they expressed their desires and needs 
as far as the effect of imported fruits on their markets. 

This is an important political factor in the future, as it will affect 
the attitude of the German Government toward imports. 

Germany, while it is in a state of transition, is certainly our greatest 
— ial market for citrus fruits and juices in all of Western Europe 

ecause of its dynamic economy. It will certainly make for a very 
high level of consuming power, which we will be able to partially 
supply and, I think eventually, under very favorable conditions. 

Shall we go to Scandinavia next? 

Senator Scnorrren. I would like to ask you about the German situ- 
ation, in one particular. 

Do you foresee, or sense, any restrictions that are now developing, 
that you might point out to this committee, against the citrus industry, 
as such, in the export of our commodities to Germany. 

Mr. Bourke. Of course, we are still under the general restriction of 
foreign exchange. Foreign exchange in Germany is not as yet free. 
It is to be determined and decided as to when this period that is not 
yet settled as to what determination will be is finally made. There 
is a possibility of some restriction as to the use of diphenel and of 
dyes on citrus fruits, and there has been some discussion of that. 
However, to my knowledge, there has been no definite determination 
as yet. 

Those are all of the restrictions that I know of. 

We will next go to Scandinavia. 
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Germany’s neighbor in Scandinavia, Denmark, is in an entirely 
different situation in that it is a very small country, and comparatively 
a very much poorer country. 

The restrictions against our imports of both canned fruits and 
fresh fruits have been consistently maintained since the war. In 
Denmark you will find no American citrus juices on the shelves of 
the stores. You will find there the juices from the West Indies and 
from Israel, selling at retail, I might say, at prices at least twice the 
price of a similar product sold at. retail in Belgium. You will find 
none of our fresh fruits for sale in Denmark. 

It has been the atttiude of the Danish Government that they have 
sufficient fruits. The Danish Government has not been interested 
in the import of fruit as in any way an essential commodity, 

It has only recently been that they have relaxed controls on the 
import of bananas. It was only about 2 years ago that there was a 
tremendous shortage of bananas in in 

In Denmark we discussed the possibility of changing the situation 
by the utilization of surplus commodity laws. At that time it seemed 
inappropriate for such discussions to be made because Mediterranean 
fruits were still in adequate supply. It would have to be as late as 
about this time of the year where such discussions might be carried 
forward. 

Looking to the future, to the prospects for imports, it would seem 
that restrictions in Denmark may be expected to be maintained rather 
effectively for the foreseeable future, in the next few years. There 
is talk of relaxation of currency controls. However, even if Denmark 
did relax its currency controls, there is some doubt that they would 


fully relax their mass controls on products such as fresh citrus 


fruits, and if they did, they would only be interested in summer 
citrus fruits, since they would be adequately supplied during the 
winter season by the Mediterranean countries. 

So Denmark is one country which is now closed to us, and will be 
closed to us in the immediate future, and if open to us would only be 
a small market, at best. 

Senator Scnonrren. In other words, it would be a very limited 
market ? 

Mr. Burke. Very light. 

Before the war they only imported about 30,000 boxes of oranges 
a year. 

Senator ScuorrreL. You mentioned earlier, as has been brought out 
by Senator Holland on the Israel situation, conditions existing in 
other countries. Do you find that tie-in exists to a limited degree in 
Denmark ? 

Mr, Burke. I do not believe it would apply there, since Denmark 

would not buy the other fruits, anyway. It would not be something 
that would be entered into. 
_ Crossing the Skagerrak over to Norway, we have a country which 
1s, again, a very small country, about 4 million people, which has 
until recently maintained restrictions, but last year ee been much 
more willing to accept our products than has Denmark. The problem 
has continued to be, as ‘n Denmark, the lack of dollars in foreign 
exchange, or the unwillingness, which would be a better way to put 
it, to extend dollar exchange for citrus and citrus juices, 
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The Norwegians last year, through a switch transaction, were able 
to obtain some dollars at premium by which they made imports of 
American citrus for the first time in many years, but last fall when 
I was there, the same situation did not obtain. It was doubtful. The 
trade expressed the opinion that it was doubtful if American citrus 
imports would be continued into Norway during this season. 

So in Norway, in the markets you find no American citrus fruits, 
no bananas, because even bananas are not imported as yet into Nor- 
way, and can only be obtained in Norway by people in hospitals 
under a doctor’s prescription. There are children born since the war 
who may be 10 or 12 years old who have never seen a banana. The 
banana companies have pictures, in fact, models on their wagons, so 
that the people will not labe touch as to what a banana actually is. 

Under those situations, you see, so far as fruit is concerned, the 
government’s attitude is that it is not very essential. They have still 
a very highly restrictive market as regards citrus. 

So there are no citrus fruits of ours on the market. 

Of course, there are no canned juices on the market, nor are there 
the canned juices of other competing countries. 

Senator Scuorprre.. In other words, it would then appear that 
Norway has taken the position that at the moment that is not one 
of the essential food products they will permit to come in? 

Mr. Burke. For which they wish to expend dollars; yes. 

Going from Norway to Denmark, the position is certainly that we 
will have imports, I would think, into Norway sooner than into Den- 
mark, but if the market were opened it would again be a very small 
market. 

Then to Sweden. In Sweden it is different from her two Scandi- 
navian neighbors, in that she is a much richer country, about double 
the size of either of her neighbors. Up until recently, the last half 
of last year, Sweden had made her imports of dollar citrus juices and 
fruits with premium dollars, again obtained usually by buying cur- 
rencies on switch transactions through a third country, paying a 
premium of 5 to 10~percent, sometimes more, for the dollars with 
which to make purchases, since the Swedish Government was unwill- 
ing to allocate dollars from its own sources for that purpose. 

For a while they were obtaining dollars throug Areuitite by 
means of selling Swedish goods to Argentina for dollars, and obtain- 
ing the dollars that way. These were sold to importers at a premium, 
but now the exchange in Sweden is free. So Sweden, to us, is an open 
market. It is a free market to the world, demanding high quality 
products. And as the market will accept our products, why, it is 
open to us, and it will probably remain so as an excellent market for 
our Florida processed products, and for California summer oranges, 
primarily, and for some Texas grapefruit. 

Senator Scnorrret. How do you find it with reference to canned 
fruit varieties? 

Mr. Burke. Canned citrus juices? 

Senator ScHorrprn. Yes. ’ 

Mr. Burke. Canned citrus juices are widely sold and distributed in 
Sweden. It will be found in all of the retail outlets. 

Sweden is developing to be one of the largest European outlets for 
— citrus juices, a product which has not been widely sold in 

urope. 
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Senator ScnorrPet. That is, from this country? 
Mr. Burxe. From Florida, frozen orange juice, because the Euro- 
eans do not have refrigerated storage in their homes, They do not 
fate the capacity to store it. 

Often, too, all of our frozen juices must be diluted with water. 
There are some countries in Europe which water for that purpose 
would probably not be suitable, or at least the European would not 
think it was suitable. At least, Sweden, Switzerland have excellent 
water supplies for this purpose. That is perhaps one thing which 
is aiding this. 

It is still expanding the sale of frozen orange concentrate. ‘That is 
still experimental. It is commercial only today in two countries, 
Sweden and Switzerland. 

So Sweden will be a small market, only about 7 million people, but 
a very good market, one that takes high quality products, 

Now, from Sweden, not a neighbor but one in a similar economic 
status, is Switzerland, which is a very rich country, being able to 
buy without restriction products from any place in the world. 

There, as. in other European countries, so far as citrus juices are 
concerned, they are dominated, buying only American citrus, pri- 
marily from Florida. Many of the stores have frozen food cabinets. 
There you will find frozen orange juice from California and Florida— 
primarily from Florida. 

Switzerland’s proximity to Italy, where she obtains large supplies 
of winter oranges, means that again she will obtain most of her 
supplies in winter from the Mediterranean sources, so far as fresh 
fruit is concerned. She will be most important to us as an importer 
of summer California Valencia oranges. 

Senator Scuorrret. Is the price comparable on the two products, 
that is, from southern Europe into Switzerland, as compared to im- 
ports from the United States? 

Mr. Burke. You mean to say from Italy? 

Senator ScHorrret. Yes. 

Mr. Burke. No. I think it is quite apparent that when we have 
to bear high ocean freights to ship fruit to Europe—right now it is 
almost $2 a box—when you have large quantities of excellent quality 
Mediterranean citrus fruits available—it is impossible for us to 
compete with that satisfactorily. 

Senator ScnHorpret. We must take that into account as one of the 
controlling factors in that area. 

Mr. Burke. With the exception of last year and this year—this 
season—which is unusual because of the unusual situation in the 
Mediterranean, where you have three large supplying countries all 
having short crops. 

I think that that covers pretty much the eight Western European 
continental countries. 

It might be helpful just to summarize a little bit. 

Senator Scuorrre.. I would be glad to have that in the record. 

Mr, Burke. Then we will go to the United Kingdom, 

_ On the Continent of Europe they are importers primarily of oranges, 
in 1952-53 importing about 30 million boxes of oranges from all 
sources, compared to only about one-half million boxes of grapefruit 
from all sources. 
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On the Continent we have three major auction markets; at Ham- 
burg, Antwerp, and Rotterdam, at which sources big business in the 
import trade is on the Continent. Our major markets for both proc- 
essed and fresh is Switzerland, Belgium, Netherlands, West Ger- 
many, and Sweden. 

The market for juices, for single-strength juice, is widespread, and 
wide distribution has been obtained, but there is as yet little or no 
market for canned grapefruit sections, which commodity is difficult to 
find even in the markets to which we have free access. 

The problem for expanding grapefruit markets and grapefruit sec- 
tions is one which isa dations to our industry. 

Senator Scuorpret. One question with reference to your summa- 
non——— 

Mr. Burke. That is, on the Continent only ? 

Senator Scuorprer. On the Continent only, which is what I am 
talking about now. 

Do you find the industry representatives themselves going into these 
countries, with educational programs for the furtherance of the citrus 
industry of our country, especially from the Florida area and the 
California area ? 

Mr. Burke. Up until recently, as a general program, we have not 
had active merchandising programs in Western Europe. You take 
one commodity, single-strength juice, Our distribution has been ob- 
tained there in spite of our lack of advertising and merchandising. 

Certain brands in California have been advertising their products in 
Europe for a number of years. There has been up until recently little 
or no advertising or merchandising of Florida products. I under- 
stand now that arrangements have been made in Florida for a pro- 
gram of exhibits at fairs of our processed products, point-of-sale 
advertising, and actual contact with the trade, with point-of-sale 
advertising cards. Such a program is contemplated as soon as money 
is available, and will be started. 

Senator Scuorrret. Generally, where they have done it, it has been 
pretty well received. Do you find that to be the case? 

Mr. Burke. It has been well received, Our competitors advertise. 
Israel does, and also South Africa. 

By and large, most of the merchandising and aggressive advertising 
has been done by our competitors. 

Again, it is our competitors who have these marketing boards— 
Israel and South Africa—where one organization controls all of the 
marketing of their product. 

We have had degrees of interest in our industry, but I would say 
that right now our interest is at the highest in recent years of our 
industry in exports. 

I should say on the Continent, generally, differentiating it from the 
United Kingdom, since the war it has greatly increased its import of 
oranges. On an average, the import of oranges into these countries 
is double the prewar years. So the consumption of citrus fruits, of 
oranges, has greatly increased, comparing the postwar period to the 
prewar consumption. 

As we cross the channel and go to the United Kingdom, that does 
not hold true. Prior to the war, the United Kingdom was the world’s 
largest importer of citrus fruits, importing about 16 million boxes of 
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oranges per year. Now she is about third. France is first, probably 
Germany second, and England third. She may be second 1 year. It 
depends upon the year. But unlike the Continent, England is import- 
ing less oranges, less grapefruit, and fewer lemons than she did before 
the war. 

In other words, in England the consumption of citrus fruits has 
declined. 

Senator Scuorrret. Why ? 

Mr. Bure. England has maintained a restriction against imports. 
It is continuing to maintain them. 

Before the war, the United States was a major supplier, one of the 
major suppliers of citrus to the United Kingdom. At that time, the 
continental European market was a minor market to us. 

In the postwar period, exactly the reverse is true. We have had 
virtually no market in it in the postwar period. The continental 
European market has developed into our major export outlet. 

The United Kingdom has maintained restrictions of dollars, with 
some exceptions, against the import of American citrus, so that while 
we used to import over 1 million cases of grapefruit sections a year 
from Florida that went into the United Kingdom, a very large export 
outlet, there has been virtually none—none on the free-trade basis, 
since the war—and there have been only small quantities of oranges 
when they could be arranged on some surplus commodity basis. 

So that market, being our largest export market prior to the war, 
has been virtually closed to us since the war because of the mainte- 
nance of restrictions by the British Government. 

Senator ScHorrret. What specific remedies has the import trade 
over there suggested to improve the present situation you have just 
referred to? 

Mr. Burke. Well, the import trade, as they have related their feel- 
ings to me, usually the most common suggestion they make is for our 
industry, our Government, to place pressure on the British Govern- 
ment to obtain relaxations, that is, of these restrictions. I am merely 

uoting what they related to me, as to their opinion, which I know 
the people working in the field feel may be one way of passing on the 
responsibility, because certainly part of the responsibility of obtaining 
relaxation of these controls is theirs. 

Senator Scnorrren. Referring to the suggestion that pressure be 
brought to bear, or some negotiations be started to eliminate it, we find 
that normal diplomatic representations have not produced the desired 
result in the United Kingdom. There has been some suggestion that 
Congress introduce legislation based upon strict reciprocity agree- 
ments. Do you think that might solve the problem ? 

Mr. Burke. What I say would be just expressing an opinion as an 
individual. 

Senator Scnorrret. I would prefer to have that. 

Mr. Burke. And in no way, these comments have anything to do 
with the policy of the Department of Agriculture. 

Senator Scuorrre.. We understand that, but you have been to 
Europe and into these areas—you have firsthand knowledge—you 
have discussed it with the trade, and you have seen with your own eyes 
its expansion in certain areas; you have seen trade restricted in the 
United Kingdom, and this committee would be interested in your per- 
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sonal views, strictly aside from what the policy decision might be in 
the Department, or otherwise. 

Mr. Burke. I believe that a firm and continuing position on the 
part of our citrus industry, which is the first thing, 1s what we should 
have. I think all of this interest must come from there, and com- 
bined with a consistent effort on the part of our Government. I be- 
lieve that could accomplish more than has been accomplished. 

I do not believe that our efforts to obtain relief here have been 
consistent. 

I do not believe that is a complete answer to your question. I do 
not believe that I could answer it. 

If out of such interest some working arrangement could be ar- 
ranged, whether legislative or otherwise, it would certainly be helpful. 

It might be interesting to see what restrictions there are, what 
they do. 

During the time of war or the disruption of normal trade, artificial 
means of supplying old needs arise. When the markets are deprived 
of the enledad sources of supply, artificial situations develop. 

That is true in Great Britain. For example, I am looking here at 
a table in this publication on Citrus Markets and Marketing in West- 
ern Europe, dated 1953, which gives observed retail prices in London 
in the fall of 1953 of canned citrus juices, single-strength juices from 
Israel, Trinidad, and South Africa, which are 22, 23, and 25 cents a 
can fora No.2 can. That is an average of 23 cents per can. 

If we take a similar price of a similar product at about the same 
time in Belgium, the price is from 12 cents to 16 cents per can, or 
roughly, in other words, in a free market of Western Europe, such as 
Belgium, Netherlands, and Switzerland, the retail prices of a juice 
product is about one-half the retail price of the same product, or a 
similar product, in a restricted market, such as the United Kingdom, 
or in Denmark. 

Senator Scuorrret. Have you found evidence, from your contact 
with the trade in the United Kingdom, that would indicate that there 
are certain favored nations on the European Continent, for instance, 
israel, that have affected the export market of our citrus fruits and 
grapefruit ? 

Mr. Burke. In the United Kingdom ? 

Senator Scnorpren. Yes. 

Mr. Burke. Of course, England has followed the policy of seeking 
to obtain its citrus supplies from nondollar areas; in other words, she 
has sought not to spend dollars for citrus fruits or citrus products. 
So she has obtained them from soft-currency areas, from Spain, 
[srael, South Africa, from the West Indian colonies, Jamaica, British 
Honduras, and Trinidad. 

Senator ScHorrre.. Do you find that they get enough from those 
reas to supply their normal demands? 

Mr. Burke. That would vary with each commodity. Certainly, if 
we take as the No. 1 example the grapefruit sections, the answer is, 
certainly, no. 

Senator ScHorrret. What about the grapefruit section ? 

Mr. Burxe, Before the war the imports were over 1 million cases 
from Florida. 
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The imports into the United Kingdom from the West Indies and 
from Israel, that is, some from Israel, and I feel a few from South 
Africa, is much below that figure, probably one-third of that figure, 
that is, in total. So that from the point of view of obtaining grape- 
fruit sections from the colonial areas, they cannot supply them with 
the grapefruit sections. 

In the case of grapefruit, possibly very largely I would say, be- 
cause grapefruit in the United Kingdom, the imports of it, are around 
1 million boxes. And comparing prewar imports of grapefruit and 
the existing supplies in soft-currency areas of Israel, and so forth, 
they can obtain the grapefruit supplies from the soft-currency areas. 

In the case of oranges, that is not so true. Our exports to the United 
Kingdom in prewar years were, of course, again almost entirely of 
summer oranges. South Africa has been unable to maintain supplies 
at the level. So the summer supplies from South Africa have been 
inadequate to maintain supplies at what you would say would be 
normal consuming levels, and the very exceptionally high prices which 
have been obtained in the European market, which is evidence of it, 
similar to the prices I have quoted here on juices. 

Senator ScHorerren. I was going to ask you, what is the effect of a 
restricted market, like the United Kingdom has, on prices at retail ? 

Mr. Burke. It is extremely high. It results in high prices. In 
other words, for the consumers, it is very costly. 

Senator ScHoeErreL. It is higher priced than the American product 
would be. 

How did you find United States processed fruits, as a whole, com- 
paring in quality with these other sources of supply ¢ 

Mr. Burke. I think, generally, from the point of both quality and 
price, our processed citrus fruits are competitive with the world. 

As an example of our economic position in competition, I have here 
in the same publication a list of the cost, insurance and freight prices 
which importers had to pay, the prices they were being quoted by 
foreign supply areas in 1953. I asked Mr. Hearn just before coming 
here the price of Florida oranges per case of No. 2,24 cans. He said 
about $2.10 per case. The freight is about 40 cents per case to 
Europe. So the c. i. f. comparative price cost of Florida oranges 
would be about $2.50 per case for No. 2 cans. 

Compared to that, in 1953, the c. i. f. offering price of orange juice 
in No. 2 cans from South Africa per case was $4.07; from Trinidad, 
$3.58; from Israel, $4.02, or very nearly twice the price at which juice 
could have been obtained from Florida. 

The same thing holds true in grapefruit juice. However, the West 
Indies are the most competitive of all of the foreign producing areas. 
And their costs more nearly are competitive with those of Florida. 

Senator Scuorrret. Somewhat comparable to the State of Florida ’ 

Mr. Burke. Similar. However, we are going to know more about 
that shortly. We plan in a few weeks to go down there and to study 
these most important producing areas in the West Indies from a com- 
po point of view. At the same time, the British importer was 
eing offered cases of No. 2 cans of grapefruit from Jamaica at $2.74 
per case of 24 cans, and from Trinidad ; at $2.67 per case. And the 
c. 1. £. cost of Florida grapefruit juice would have been approximately 
$2.15 per case. 

60149—55—pt. 230 
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So in the case of grapefruit, again the product is competitive in 
price. And that is again without a subsidy; I mean, that is not a 
subsidized price being quoted from Florida. It is one without any 
assistance. 

at Scuorrret. Would you say that it would be competitive in 
quality ? 

Mr: Botan, Yes. The quality of our processed product, I think, is 
better than any produced in the world, that is, of juices and of sec- 
tions. Certainly, to my knowledge, there is no saddadlans area of the 
world that can compete with our industrialized citrus industry in 
Florida. 

Senator Scnorprre.. Could you give us an idea what, in your judg- 
ment, is the potential export market for grapefruit sections with 
reference to the United Kingdom? What do you see in the future for 
that, in view of the British demand for the American product, and in 
view of the cost factor there ¢ 

Mr. Burke. Well, ina general statement, I do not believe that we can 
compare Britain, being an exception to the continent—in the long run, 
the market of Great Britain—in the postwar years, or from now, is 
not particularly to be as great as it was in the prewar Great Britain 
market, because the postwar Great Britain and the prewar Great 
Britain are entirely different economic circumstances. 

The whole problem in England is aecess to the market. It is a 
guessing game as to what might happen. The potential remains, but 
IXngland has shown evidence that she is willing to accept these priva- 
tions in the market, that apparently her consumers are required, per- 
haps not willingly, but they take the higher priced, often lower quality 
product, which is offered under the restricted trade, and she has been 
able to maintain that position over a number of years. 

It would seem likely that she could, if they wished to continue to 
maintain that position of restriction of supply in the future, if she 
found it necessary. It all depends upon what access we can give to it. 

That is a matter of financial circumstance in Great Britain. It is 
a matter of her relationship to her colonies. It is a matter of our 
negotiations with Great Britain. 

Certainly, it should be in mind under these facts—I think it is ob- 
vious—that sheltered markets develop artificial situations. And if 
these cost prices that are quoted in England are representative and 
reflect the actual cost of production prices or the returns which are 
necessary in order to maintain these industries in existence, it means 
that if Great Britain markets were freely opened to our citrus, that 
these industries could no longer exist. 

Senator Scuorrre.. You mentioned three phases of what is affect- 
ing us in the United Kingdom. Iconcur. They are all very valid. 

Again asking you only for your personal observations, and without 
involving any exercise of re tebe. as to the policies that might be 
determined by our Government, do you feel that we have been as 
firm in our negotiations over there as we should have been, with refer- 
ence to this industry? I ask that question because we just came from 
Florida, where men who have gone over there and who have had con- 
tacts over there, indicated to this committee most positively that that 
is something that should be stressed—namely, a policy of firmer ap- 
proach in pressing for consideration, which we know that we merit 
pricewise, and that we know we merit quality-wise. 
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What is your judgment on that, your personal judgment ? 

Mr. Burke. Well, I believe this has many aspects to it. It is not 
alone our Government but also our citrus industry. 

Senator Scuorpret. That is right. 

Mr. Burke. California and Florida and Texas. 

I would think a firmer attitude on the part of all parties concerned, 
starting with the industry, firm and consistent—and consistent, I think, 
is perhaps of equal importance as to making the representation—that 
that would assist us in obtaining access to these markets to the United 
Kingdom. 

By the way, I assure you that I believe from the situation we have 
reason to have access as to this market, not to exclude the colonial sup- 
pliers from the United Kingdom market, but —- we have every 
reason to have a greater access to the United Kingdom market and 
particularly in those commodities which we supplied before the war. 

Senator Scuorpren. It was brought out in the Florida hearings that 
we could supply Great Britain, if we could break into that market 
with another one-half million cases of grapefruit sections, and that 
it would not disrupt their colonial markets, 

Have you found that generally true, or is that statement generally 
in line with what your experience has been ? 

Mr. Burke. This is a personal opinion. I would think that the 
United Kingdom could very well receive one-half million cases of 
grapefruit sections from the United States without disrupting her 
markets or interfering seriously with the marketing of the colonial 
products. 

Senator Scnoerrer. I fully realize we have to give consideration 
to those colonial tie-ins and such matters, but it has been definitely 
brought to our attention that, despite taking practically all those 
colonial possessions have been able to furnish, the market in Great 
Britain, pricewise and qualitywise, could absorb, without disrupting 
colonial attachments and connections, upward of one-half million 
cases from us. I personally have felt from the experience that I have 
gained in talking to people in this industry as a result of these hear- 
ings, and from all other approaches, that we have not been vigorous 
enough in pressing for what I consider to be our rightful position in 
this market in the United Kingdom. 

We have folks that disagree with us, of course. 

Mr. Burke. Would you be interested in any data regarding the 
comparative wealth of these countries ? 

Senator Scuorrrent. We certainly would. Do you have such? 

Mr. Burke. Last fall I prepared a little table that I think is rather 
interesting. You perhaps have seen the list of dollar and gold hold- 
ings of these countries. I have taken the gold and dollar holdings 
from the FOA statistics and have computed them per capita, which 
I think, as a guide which is not exact, might give a rather good idea 
or at least a working idea of the comparative wealth of these European 
market countries as regards their ability to spend dollars for fruits. 
They vary very, very widely in wealth. 

Senator Scuorrren. I wish you would give us that. It would be 
very helpful. 

Mr. Burke. Of course, the richest of the European customers is 
Switzerland which has, as of the date of this computation, about $442 
per capita in gold and dollar holdings. 
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Next is Sweden with $52 per capita. I might say in doing this that 
there is another factor that you cannot get, which is the indebtedness 
of the country. 

Both Sweden and Switzerland have few debts. 

The United Kingdom had gold and dollar holdings of $60 per cap- 
ita, larger than Sweden. And Sweden has free trade. Of course, 
the United Kingdom perhaps has more obligations and debts than 
does Sweden. 

Norway had gold holdings of $50 per capita. 

Netherlands, $104 per capita. 

West Germany, only $34 per capita, although she has a vigorous 
economy. Still she hasa long way to go to gain equal economic stature 
with the other countries. 

France, $23 per capita. That is what the Government has. Of 
course in France you have to keep in mind that an undetermined 
amount—maybe an equal amount—is held by individuals in the terms 
of gold and gold holdings, hoarded gold holdings, which is legal 
and quite common in that country. 

Denmark, another poor country, restricting our imports, $25 per 
capita. 

ome in Belgium-Luxembourg, $115 per capita. 

So you see, our customers are varying in their ability to purchase. 

Senator Scuorrret. Do you have that broken down in a manner 
that we might offer it for the record ? 

Mr. Burke. I have just a draft of the statement. If you would 
like to have that, you may. 

Senator Scnorrre.. I think it would be helpful to have that in the 
record in addition to testimony which you have just given here. 

Mr. Burke. Very well. 

(The table is as follows :) 


Gold and short-term dollar holdings in specified countries in December 1938, 
December 1948, and July 1954 and per capita holdings for July 1954 


, Gold and short-term dollar holdings 


December December July 1954,! 
1938, millions | 1948, millions | millions of 
of dollars of dollars dollars 


Belgium-Luxembourg 828 

Denmark 60 

France ? 2, 952 

Germany 219 

The Netherlands | 1, 057 

NORE 5.6. ed a a 99 130 

United Kingdom : 3, 316 1, 836 
420 130 


918 1, 886 


He 
Sessteren 
ERBRFRSSSR 


1 Population data used from OEEC publication No. MO (54) 49 of Oct. 21, 1954, Trend of Labor Market 


in Member Countries. 
2 Does not include private gold holdings which are roughly estimated at around $3 billion. It is unlikely 


that the gold will ever be available for the import of comm 
Source: Division of Statisties. Reports. FOA. Monthly Report, Sept. 3, 1954. 


Senator Scuorrren.. Do you have any other matters that you want 
to conclude your statement with here? 

Mr. Burxe. I think that in the summaries that we have given, I 
have covered and given you a general idea of the situation. 
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Senator Scuorrret. You have. It has been most helpful. We are 
deeply appreciative for your views and the analysis that you have 
made, which, together with this record as we have it in its entirety, 
will be most helpful. 

Might I leave the record with reference to you, sir, in this shape: 
that if in the wisdom, the judgment of the chairman and the members 
of the committee, we would like to have additional testimony or in- 
formation that you could give us in answer to questions for the record, 
we can call on you. Would you do that? 

Mr. Burke. I shall be very happy to do that. 

Senator Scuorrre.. I think that we should leave the record in that 
situation. 

Mr. Burxe. I shall be here until about the 12th of April. 

Senator Scuorrre.. That is very fine. I will convey that informa- 
tion to Senator Holland, who is the acting chairman, on this most 
important matter, since he knows more about it than any man in our 
committee, and to Senator Eastland, the chairman. 

Might I say to the other witnesses who are to appear here, that we 
will recess until 2 o’clock this afternoon. I regret that we have to do 
that. We will try to finish with you gentlemen this afternoon, imme- 
diately following the taking up at 2 o’clock. 

We will stand in recess until 2 o’clock. 

(Whereupon, at 12:05 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


_ Senator Scuorrrer (presiding). Let the committee come to order. 
Senator Holland told me to proceed, and he will follow just as quickly 
as he can. 

I believe that we have Mr. Kar] D. Loos as our next witness. 


STATEMENT OF KARL D. LOOS, TRAFFIC COUNSEL, SUNKIST 
GROWERS, ALSO REPRESENTING THE MUTUAL ORANGE DIS- 
TRIBUTORS 


Mr. Loos. Mr. Chairman, our prepared statement is before you. It 
is a statement on behalf of the Sunkist Growers of Los Angeles, Calif. 

I am Karl D. Loos, traffic counsel of Sunkist Growers. 

I have a wire from Mr. Robbins Russel, manager of the Mutual 
Orange Distributors, another cooperative marketing agency of Cali- 
fornia-Arizona citrus fruits, who asked that I also speak for him and 
his organization, as well as for the Sunkist Growers. 

Senator Scuerrret. We will be happy to have you do so. 

Mr. Loos. I know your committee has held a hearing in Florida. I 
am sure that the record already has = in the way of statistics on 
production and consumption and distribution and the utilization of 
citrus fruits. However, the statement I am filing has attached to it 
some tables and some discussion of these subjects and other subjects, 
but because you already have in the record this general subject pretty 
well covered I will not repeat any of those items in my oral statement. 

I should like to refer to one fact which is undoubtedly already of 
record, that is, the United States is by far the largest producer of 
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citrus fruits in the world. It produces something like 90 percent of 
all of the grapefruit produced in the world; about one-half of the 
lemons; und some 40 percent of all oranges. Therefore, when you 
consider that the United States has only 6 or 7 percent of the world’s 
population and produces these very large percentages of citrus fruits, 
it is not surprising that citrus fruits are in an export position in this 
country. 

Citrus fruits do have a historical export record. Mr. Burke, who 
was the preceding witness and who is a representative of the De- 
partment of Agriculture and who has been assigned particularly to 
foreign citrus work, put before you a pretty clear picture of many of 
the difficulties that we face in making exports under present con- 
ditions, 

I would like to say with reference to Mr. Burke, that his work has 
been very helpful to the citrus industry in this country. We have 
drawn many benefits from it in the past and expect to draw continu- 
ing benefits in the future. 

I want also to say, while I am referring to the personnel of the For- 
eign Agricultural Service of the Department of Agriculture, that we 
feel that that Service is making a very energetic effort to aid us in 
obtaining export markets and in making export shipments. 

I feel that the situation in the Foreign Agricultural Service is as 
good or better today than ever before. ‘The present head of the For- 
eign Agricultural Service, I think, has shown greater energy and 
greater vigor in his efforts to support export programs, not only for 
citrus fruits but for all agricultural commodities, than I believe 1 have 
seen exhibited in the 35 years I have been here in Washington. 

There is not any doubt that there is this market abroad. The his- 
torical record of exports show that. 

There is not any doubt that the consumers want it. 

As Mr. Burke pointed out, very high prices are paid by consumers 
in many European countries for these citrus fruits—much higher 
prices than are paid in America—much higher prices than we could 
deliver the fruit for in Europe. 

I think that lemons, for example, illustrate that. To buy a lemon 
in London at most any time you have to pay about at least a shilling—° 
inaybe a lot mere—which is equivalent to 14 or 15 cents in our money, 
for one single lemon. You can buy them anywhere in the United 
States for a nickel apiece or less. The additional cost of shipping 
them abroad would certainly not be more than a penny per individual 
lemon. So the market is there, and the desire for fruits is there, and 
the desire for our fruits is there. 

It is true that there are citrus fruits coming from other producing 
areas, but fresh fruit particularly is a seasonal operation. There are 
certain seasons in between the seasons of the producing areas. There 
are intervals between the seasons of Brazil, South Africa, and Spain 
which are large suppliers of citrus fruits, particularly oranges, to 
Europe, when those fruits from those areas are not in the market— 
they are not available. And it is at these periods particularly that 
we have fruit that can be made available and we attempt to utilize 
those intervals for our exports. 

Perhaps one illustration of that might suffice. 

The California-Arizona citrus fruits are all under marketing or- 
ders, with which I am sure this committee is fully familiar. ese 
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marketing orders have been in effect for a long time. They are quan- 
titative restrictions as well as quality restrictions. 

We now have an order on Valencia oranges which come into the 
market early in April and extend through the summer months, into 
late fall. 

We also have a separate order on navels which begin in the fall and 
continue into late spring. 

So that at this time of the year we have an overlapping of those 
two varieties. Because of that overlapping we have an extra quantity 
that is particularly available for export. 

Fortunately, these early Valencias that are just coming into the 
market are particularly suitable for export. 

Also, this is one of those intervals in between the marketing peaks 
of the foreign producing areas. So this is the period when there 
is particular reason for exports of California oranges and when they 
are particularly helpful to the maintenance and success of our mar- 
keting order programs. There are times during the year when there 
are these export opportunities. 

I emphasize this matter of opportunity because it is a seasonal busi- 
ness, particularly in the fresh, and unless you are ready to make the 
shipment when the time is right, you miss out. So we cannot wait 
until the trade in a particular country wants fruit delivered to start 
making the agreements and all of the other things that are necessary 
to be done when we get Government making these agreements, like 
under Public Law 480 by which agreements the fruit can be exported. 

Our present exports are eligible for two particular types of pro- 
grams. One is the section 32 program. 

I am sure that this committee knows what I mean by section 32. 

For several years we have had this section 32 program. This is 
something that has developed since the war. 

In the prewar years our historical record of export markets was 
built up without any Government help. In those prewar years we did 
not have nearly to the extent that we have today the impediments to 
exports, such as Mr. Burke described. 

We feel that we need this section 32 help which is in the form of 
an export payment. The present rate is 75 cents a box on oranges and 
60 cents on grapefruit, and equivalent rates on products. We feel we 
need that assistance to overcome some of these impediments and ob- 
stacles, such as Mr. Burke described. The matter of premiums that 
have to be paid for exchange, which he referred to; the matter of our 
high ocean freight rates from this country, whereas some competing 
areas sometimes have subsidized ocean freight rates. 

Senator Scuorrren. In your statement do you show the extent to 
which we have exported oranges or fruits under section 32; is that in 
this statement ? 

Mr. Loos. I do not show any history of that. I show it for the 
current season to date. 

The exports to date, beginning with November 1, 1954, are 2 million 
boxes of oranges of which abont one-half are in the form of fresh 
fruit and the other one-half in the form of products equivalent to that 
number of boxes; and in grapefruit, 280,000 of grapefruit, mostly 
in products. 

This section 32 program works very well. I want to emphasize 
that we think it should continue; that we will continue to need it as 
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long as these impediments and obstacles to export in the foreign 
markets exist. 

We are perfectly willing to look forward to the time when we will 
make exports of citrus fruits from California and Arizona without 
any Government assistance, just as soon as there is freedom of con- 
vertibility of exchange and as soon as it is not necessary to get 
licenses to make these exports, and as soon as the quotas and other 
restrictions of the foreign countries are lifted. 

Once our fruit can enter foreign countries with the same freedom 
that foreign fruit can enter this country, we will not be asking for 
Government assistance; but until that time comes we do feel that 
we need assistance, such as we have been receiving under section 32. 

The other form of assistance which is available at this time is under 
Public Law 480, with which the acting chairman of this committee 
is particularly familiar, and under Public Law 480 the Department 
of Agriculture has quite recently decided that citrus fruits and other 
fruits are eligible. 

Senator Scnorpre.. That was only recently ? 

Mr. Loos. That was only a recent decision ; yes, sir. 

We do not expect too much from the application of Public Law 
480, although we think it does present especially favorable oppor- 
tunities to develop programs for export to countries which we cannot 
reach under the section 32 program. 

I mean by that, a country like England which does not permit 
citrus fruit to come in at all. They will not issue licenses for it, even 
if you pay a premium on the exchange. 

We can combat premiums on exchange or the necessity of obtain- 
ing licenses, and other things, under section 32 programs with that 
aid. I think we can do a better job in the trade itself in developing 
actual export sales and contracts than the Government can, because 
we can act more rapidly and make decisions more promptly. Of 
course, in that we need and want the aid of the Foreign Agricultural 
Service and of people like Henry Burke, who testified before you 
this morning. Their work is very useful and very helpful in obtain- 
ing knowledge of the export opportunities and in helping us to make 
the shipments in the right manner, and all of that. We need their 
help. 

But in actually making the contract, we think we can do a better 
job than the Government can wherever the way is open to make 
srivate contracts. But when the door is closed to private contracts, 
ike it is in England today with respect to fresh fruits and with 
respect to all products, I think except highly concentrated types of 
orange juice, which England does buy in large quantities, with respect 
to a country like that the only way possible to get a thing done is 
through Government negotiation. 

Mr. Burke suggested in his closing testimony that maybe the citrus 
industry was not showing enough interest in this export market. 
I want to assure you gentlemen that the California citrus industry, 
and the Florida citrus industry, I am sure, are both very much inter- 
ested in this export market, and are willing to do, or are doing, a 
great deal and everything, I believe, within their power to do. 

If anybody has any suggestion of anything more that we might do, 
we are anxious to hear it. But we cannot put any pressure on Eng- 
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jand to grant import licenses to their trade to bring in our fruit. 
Only the Government can do that. 

And so it is through Public Law 480, when exchange is not avail- 
able and where Government must do the negotiating, that we might 
gain access to the United Kingdom. ' 

Senator Honianp (presiding). Have you had difficulties with the 
British of the same type that we have had growing out of their desire 
to sustain very small and very weak citrus industries in Jamaica, et 
cetera? 

Mr. Loos. Of course, that applies particularly to grapefruit. I 
doubt that we are affected too much by that. We do, however, have 
a similar experience in the preference that England shows for South 
Africa. I do not object to their showing preference for South Africa 
but it should not be carried to the point of excluding entirely United 
States oranges. 

Senator Hotianp. You have a summer product in California, the 
Valencias, which come to their best condition in late summer, which 
is not competitive, either with Florida oranges or with oranges gen- 
erally; is that not so? 

Mr. Loos. Yes, sir. I mentioned that just before you came in. 

We have a special season right now with the beginning of our Valen- 
cia crop, while Florida is still in the market, and navels are still in 
the market. However, mature navel and mature Florida fruit do not 
have as good carrying quality as earlier in the season. 

The fruit that is most available for export right now, so far as 
American citrus is concerned, is this early Valencia. 

Senator Hottanp. You understand, of course, that the dominance 
of the concentrate orange juice industry in Florida has made a mar- 
ket right at home for all of our Valencias, thé juice, anyway. 

Mr. Loos. Yes. 

Senator Hornianp. As a matter of fact, we have no surplus there at 
all. We have a splendid market nearby, most of which is in the con- 
centrate plants, but the rest is to the trade in the northern and eastern 
parts of our country. 

Mr. Loos. Yes, sir; particularly that large volume of concentrated 
orange juice that is produced in Florida has seriously affected our 
California Valencia market, which was a summer market without 
competition from any other citrus fruit in the days before the advent 
of the orange concentrate. Now, with many, many cars equivalent of 
Florida oranges being sold throughout the summer in the form of 
eae the demand for-our California Valencias has, naturally, 

allen. 

Senator Hotianp. We have had the same problem arise in our 
grapefruit industry because of the ready availability of the concen- 
trate orange juice, and apparent preference of the housewife, as a rule, 
throughout the Nation for concentrate orange juice, rather than a 
canned grapefruit juice or even the fresh grapefruit, in some instances. 

Mr. Loos. Yes, sir. 

_ There is one additional point that IT would like to make in connec- 
tion with Public Law 480. I think Senator Schoeppel asked Mr. 
Burke whether he thought the American representatives of this Gov- 
ernment had been sufficiently firm and vigorous in their efforts to put 
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citrus fruit into England and into other European markets. I would 
like to make an answer to that. 

We feel that the Department of Agriculture, as such, has been en- 
deavoring and trying very hard to do something for us and for agri- 
cultural crops in general in this matter of export. 

I said before you came in, Senator Holland, I thought that the pres- 
ent Chief of the Foreign Agricultural Service was more vigorous and 
more energetic in his efforts to promote exports of agricultural com- 
modities from this country than anybody that I can remember in the 
35 years I have been in Washington. 

Senator Hotianp. You mean Mr. Lodwick? 

Mr. Loos. Yes, sir. 

Senator Hotianp. We have found him a very aggressive and highly 
acceptable person. 

Mr. Loos. So I feel that there is a strong favorable attitude in the 
Department of Agriculture, particularly in the foreign Agricultural 
Service, whose primary job it is to handle this business of developing 
markets for export. I do feel there are still people in this Government 
somewhere—I cannot tell you who they are—who are not too inter- 
ested in seeing agricultural commodities exported and are not too 
interested in seeing that Public Law 480 is used on citrus fruits. 

Senator Hotianp. Do you have any idea which you could pass on to 
the committee as to who those parties are ? 

Mr. Loos. I am sorry that I cannot, but I just have a feeling that 
the efforts of a few who are unfavorable can frustrate the efforts of 
many who are favorable, no matter how energetic or vigorous they 
may be. 

I also have the feeling that there are times when it is dangerous to 
be too vigorous and too energetic in support of these exports, and that 
a man who gets too energetic and too vigorous in this field and ineurs 
the ill will of others in the Government may find himself replaced. 

That is one of the things that I think tends to work against the suc- 
cess of some of these programs. ’ 

Senator Hotianbd. I hope that you are not suggesting that those 
who do not concur with Mr, Lodwick and others like him who are 
helping to enlarge our exports of citrus and other fruits are to be 
found in dominant places in the Department of Agriculture, because 
I personally have not found any evidence of that. 

Mr. Loos. I have found no evidence of any opposition to the success 
of these export programs in the Department of Agriculture, but I 
think there does exist such opposition in other departments. 

Senator Scnorpret. I am glad to hear you say that, because I want 
to say, very frankly, that that has been my experience. 

We have found in investigations that I have made in this overall 
field under Public Law 480, that in almost every instance where 
Department of Agriculture representatives were involved, we were 
yetting wholehearted, and I will say what I would consider to be gen- 
uine efferts, made to move out under this. Our difficulty stems from 
a couple of the other departments of this Government, I am sorry to 
say. I want to do something about. it. 

I think the type of hearings that we have been holding has brought 
out enough of it in places where we can start pinpointing this. 
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I was very glad to see this one most salient change, an important 
change made, namely, with reference to a lot of agricultural products 
that the Department of Agriculture representatives would be re- 
sponsible for. I think we will see a great improvement. 

Mr. Loos. I agree with you wholeheartedly, Senator Schoeppel. 

Let me suggest this, too: that under Public Law 480, as I under- 
stand it, while the Department of Agriculture designates the com- 
modities and determines on a program or plan as to what commodi- 
ties shall go and where they shall go, the actual negotiation of the 
agreement with the foreign country, and in each case an agreement 
must be negotiated, is handled by the State Department. 

If an agreement has to be negotiated every time an export deal 
comes up, particularly on a commodity like fresh citrus fruits which 
mush go at a certain season and go then or not at all—if you wait 
until the trade wants that fruit to start negotiating that agreement, 
you might just as well forget Public Law 480 for citrus fruits. 

The only way it can be made to work successfully is to negotiate 
these agreements on a general overall basis without specifying com- 
modities, and then permit commodities to be put in under that agree- 
ment on a short notice without the necessity of negotiating a new 
agreement. Just getting the consent of the foreign government and 
the American Government to the entry of so many boxes of oranges 
under an existing agreement. 

Senator Hot.anp. In other words, your point is that it is impossi- 
ble to foresee with accuracy what is going to be surplus agricultural 
commodities during the entire period of operation of an international 
agreement, a bilateral agreement detiinedl iets between our country 
and some other country under the terms of Public Law 480? 

Mr. Loos, Yes, sir. 

Senator Hotuanp. I thoroughly agree with you. 

In other words, a freeze such as we had last week, and that so vitally 
affected peaches only 3 months before the time that the peach harvest 
would begin, or a drought in certain parts, or a hurricane in the 
citrus industry, or perhaps even a freeze at times, has repeatedly 
changed the situation almost in the twinkling of an eye, has it not? 

Mr. Loos. Yes, sir. 

Senator Hottanp. And likewise, in the case of the basic crops, where 
there is apparently a great surplus available and stored, untimely 
seasonal conditions, extending over a large part of the Nation, can 
change that picture, not as quickly as in the others I have mentioned 
but just as importantly from the standpoint of the general situation 
in those basic industries? 

Mr. Loos. Yes, sir. 

Another situation that might be mentioned is on the other side. 
Suppose something happens, a freeze or some sudden disappearance 
of the foreign-produced oranges from the market, and all of a sudden 
we have an export opportunity. 

Senator Horttanp. Such as we had when the Spanish crop was 
frozen something over a year ago. 

Mr. Loos. That is a good example of it. 

So that we have an export opportunity that 2 months before or 2 
weeks before we did not anticipate would occur. If you wait until 
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it happens, then start negotiating an agreement with the foreign 
HUNT, the opportunity is gone before the agreement can be ne- 
gotiated. 

Senator Scuorrrgn. I have been curious about that. Surely, con- 
ditions unforeseeable as to time but certainly foreseeable as to possibil- 
ity, how and why that has been overlooked in our overall negotiations 
I have often wondered. 

Mr. Loos. I do not think it has been overlooked. I think it has 
been brought to the attention, but nobody seems to be able to get a 
policy adopted that will permit the negotiation of these agreements 
in advance. I think this committee can do a lot in that direction. 

Senator Scuorrret. I am glad to hear you say that. The point I 
was making is, why has it been ovndiaaie by the proper department 
on the negotiating end, not to foresee that and to make a provision 
for it? 

Suppose we wait here, for instance, for an emergency such as now 
exists in the Midwest, and as occurred last year, with terrific drought, 
excessive blowing and high velocity winds, and we try to anticipate 
even the necessity for it on an emergency basis—and now the Spanish 
situation—to think about sitting a now and negotiating over a 
situation where you have a crop in surplus—that you could well have 
had under way over there, had negotiations been entered into and the 
programs worked our beforehand. You would be on your way or 
else you would lose that opportunity. 

It just looks to me like that is a practice. I think we should do 
something about it, and insist on it. 

Mr. Loos. I certainly agree with you. 


Senator HoLianp. s not yout suggestion go further than that? 


Does it not, in effect, come to this point, that you feel that we might 
well consider that this legislation, Public Law 480, and the negotia- 
tions under it and the agreements under it, might look further than the 
disposition of surpluses existing at the time of the negotiation, or even 
to exist in the future, but aah also comprehend a situation under 
which a shortage im the contracting party, other than the United 
States, in the receipts of an essential commodity might make it even 
more important to them to have that shortage supplied from us, even 
though we might not be in surplus? 

Mr. Loos. That is very true. 

Senator Hotianp. So that does not your suggestion, in effect, hold 
that we should consider suggesting legislation which goes further than 
the mere disposal of surpluses but would permit the filling in of gen- 
eral contractual commitment in the event of the arising of unforeseen 
circumstances from commodities other than those in surplus? 

Mr. Loos. I think, Senator Holland, it would be very appropriate 
to consider such extension of this kind of a program. ' 

In either event, whether extended or whether under the pesca law, 
the important thing—the thing I am trying to stress—is the necessity 
of foreseeing these things far enough in advance so that the necessary 
basic agreement can be drawn before the export opportunity arises. 
You just cannot wait until the export opportunity arises and then start 
negotiating, because by the time you get your agreement, the export 
opportunity is gone. 
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Senator HotiaNnp. I think that is a brand new idea, so far as I am 
concerned. I can see there is value in it. 

For instance, suppose we had such an agreement that covered the 
disposal of the surplus of apples, let us say, to West Germany, and 
there was a surplus at the time of the negotiation of the agreement, 
some already stored, a great crop coming on, a foreseeable surplus 
in the picture. Then suppose unforeseen circumstances do away with 
the surplus of apples and create an apportunity for the building of a 
real market in that same area, let us say, in citrus or in prunes or in 
some other commodity that equally comes under the purview of this 
legislation. It would seem to me that to meet such eventualities it 
might be well to have authority to include in such agreements terms 
that-would allow us to take advantage of the special appostuniey to 

1 


ship to the contracting nation some other commodity, whether in sur- 
plus or not, 


Mr. Loos. I think that would be very wise. 
Senator Hoiianp. I thank you for that suggestion. You have 
placed in the record your full statement? 


Senator Scnorrre.. That should go in the record, with the attach- 
ments to it. 


Senator Horzanp. Yes. That will be done. 


STATEMENT FILEp By Karu D. Loos, Trarric CouNsEL, SUNKIST GROWERS 


This statement is being submitted on behalf of Sunkist Growers, whose ad- 
dress is 707 West Fifth Street, Los Angeles, Calif., pursuant to a communication 
dated March 10, 1955, from Senator Eastland, chairman of the Subcommittee on 
Disposal of Agriculture Surpluses. 

Sunkist Growers is a cooperative marketing association of growers of citrus 
fruit, whose production is in California and Arizona. It directly markets citrus 
fruits produced by its 15,000 grower members. These members account for about 
75 percent of the combined orange, lemon, and grapefruit production of Cali- 
fornia and Arizona. 

In addition to marketing their citrus fruits, the growers comprising the Sur- 
kist organization also process and market substantial quantities of citrus juices 
and other products. These manufacturing operations are conducted through the 
Exchange Orange Products Co. and the Exchange Lemon Products Co., both 
being a part of the Sunkist organization. Many of these products are marketed 
in canned or frezen form. Among the principal products are single strength 
and concentrated juices. These juice products, as well as fresh fruit, are suit- 
able for export. 


EXPORT HISTORY 


The California-Arizona citrus producers, as well as citrus producers from other 
areas, are vitally interested in the export market. The American citrus industry 
has a long history of exports with a substantial volume of exports going to 
Europe and other foreign countries in the 1920’s and 1930’s. Export statistics 
are contained in tables 2 and 3, beginning with the year 1934-35. Following 
the outbreak of war in Europe, exports to countries other than Canada were 
greatly reduced. Since World War II exports have again attained a substantial 
volume. 

The prewar export market was developed through the industry’s own efforts 
without Government assistance. Since the war Government assistance has 
proven to be a necessary aid to rebuilding the export market. Aid is necessary 
because of numerous barriers to international trade: Embargoes, licenses, 
quotas, and exchange regulations. As these barriers are modified or disappear, 
the industry will again seek to conduct export trade through its own efforts. 
This need for aid which is necessary as a result of present conditions will be 
developed in more detail later. 
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CITRUS PRODUCTION 


Citrus is one of the major fruit industries in the United States. Sales of 
citrus and citrus products to consumers currently approach $1 billion annually 
and the demand for citrus equals the demand for all other fruits. 

The United States is by far the largest producer of citrus in the world with 
its production currently accounting for about 40 percent of the oranges, 45 per- 
cent of the lemons, and 90 percent of the grapefruit grown in the world. United 
States and world citrus production, by varieties, since the crop year 1934-35 is 
shown in table 1. 

Almost all of the citrus produced in the United States comes from California, 
Arizona, Florida, and Texas. Florida and Texas produce nearly 90 percent of 
the grapefruit while California and Arizona produce over 99 percent of the 
lemons. Florida produces almost all of the frozen orange concentrate and canned 
orange juice. Florida oranges and California-Arizona navel oranges are mar- 
keted in fresh form from October to late spring. Florida and Texas grapefruit 
are marketed during the same season. In the summer California and Arizona 
supply the only fresh oranges and fresh grapefruit available. Lemons are mar- 
keted the year around. The various producing areas thus supplement one 
another in supplying the seasonal demand throughout the year and in supplying 
the demand for fresh fruit and canned juices, respectively. 

The United States citrus industry has more than doubled its production since 
the years just prior to World War II and revolutionary changes have taken 
place in the marketing and utilization of the crop. In the prewar years almost 
all citrus from all areas was sold as fresh fruit. California and Arizona still sell 
the major part of their production as fresh fruit, but Florida and Texas market 
the greater part of their production as frozen concentrate and canned juice. No 
other major fruit industry has ever made such rapid and revolutionary changes 
both in production and in utilization. These changes have brought about not 
only violent shifts in relative price levels between areas and in relative volume 
of production but also many difficult problems. 


MARKETING ORDER PROGRAMS 


Perhaps no other industry believes more strongly in individual initiative, 


individual effort, and free enterprise in solving its own problems. The principal 
Government program for the aid of the citrus industry is of the industry Self- 
help character, namely, the marketing agreement and order programs. Fresh 
citrus fruits in all producing areas have been subject, from time to time, to 
these marketing order programs, Such programs were first authorized by the 
Agricultural Adjustment Act of 1933. The original statutory provisions were 
later amended and reenacted as the Agricultural Marketing Agreement Act of 
1937. These regulations have been of great benefit to all citrus-producing areas 
and their growers. 

There are presently in operation under the Marketing Agreement Act of 1937 
the following orders relating to California-Arizona citrus fruits: 

Order No. 14 regulating the handling of navel oranges grown in Arizona and 
designated parts of California effective September 22, 1953. 

Order No. 22 regulating the handling of Valencia oranges grown in Arizona 
and designated parts of California effective March 31, 1954. 

Order No. 53 regulating the handling of lemons grown in California and 
Arizona effective April 10, 1941. 

Order No. 55 regulating the handling of grapefruit grown in Arizona, Imperial 
County, Calif., and that part of Riverside County, Calif., situated south and 
east of the San Gorgonio Pass, effective May 26, 1941. 

The navel and Valencia orange orders above mentioned were preceded by a 
marketing order covering both varieties which had been in effect from 1934 
until the spring of 1952 when it was discontinued. The separate Valencia 
and navel orders were developed since that time and are both now in effect. 

Under these orders the fresh citrus shipments are regulated both as to 
volume and quality. These volume and quality controls are administered by 
industry committees under the general supervision of the Department of 
Agriculture. Thus, supplies have been brought into conformity with effective 
market demand and quality standards are provided which, when appropriate, 
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permit the exclusion of lower grades or undesirable sizes from marketing 
channels. The presence of these lower grades or undesirable sizes, which are 
not wanted by consumers, cause an unduly depressing influence on market 
prices and grower returns. In effect these controls have tended to stabilize 
market prices and improve grower return. The regulations are also advanta- 
c<eous to consumers as they assure a better quality and more uniform supply. 
They not only avoid violent fluctuations of price which would require the mainte- 
nance of higher margins on the part of distributors but also they reduce the 
frequency with which prices at retail go beyond the level which most con- 
sumers are willing to pay. 


IMPORTANCE OF EXPORTS IN OPERATION OF MARKETING ORDERS 


Emphasis is placed upon these marketing order programs not only because of 
their great value to the citrus industry but also because exports have a special 
significance in the successful operation of these programs. When quantity 
controls are in effect under the programs export shipments are not charged 
against the domestic shipping allotments. Exports constitute an important 
and an especially desirable outlet for fruit which is in excess of the quantity 
that can be absorbed by the domestic market. A large part of the fruit not 
moved in fresh form is converted into other products—particularly juice 
products. Such other products, however, tend to compete with fresh fruit 
itself. While there is no question that the expanded utilization of citrus has 
increased the overall citrus market within the United States, there has devel- 
oped an inevitable competition between juice products and fresh fruit. Such 
competition does not exist when fruit is exported. It is for this reason that the 
export outlet is peculiarly desirable as a supplement to and as a means of 
enhancing the success of the marketing order programs. 

It is at this season of the year when export outlets are most valuable. This 
is the time when the late navel oranges in California and Arizona overlap the 
early Valencias. Although navel oranges are mature and have their highest 
juice content at this time they are not suitable for many of the juice products 
because of a bitter taste that comes from the navel. Also, even though the 
early Valencias are not mature enough to be at their best for juice purposes 
they have strong carrying quality and are particularly desirable for export. A 
substantial export opportunity exists during this period because it is between 
the seasons for foreign citrus products who also supply the European markets. 
Therefore, exports at this time of the year are especially sought to avoid the 
extra volume being thrown on the domestic market by reason of the overlapping 
at the end of the navel season with the beginning of the Valencia season, and 
are often essential to the successful operation of these two marketing orders. 


FRUITS FOR PROCESSING INELIGIBLE FOR MARKETING ORDER 


Some of the principal products of citrus fruits are canned or frozen. Asa 
result of this the products and the fruits from which such products are made 
have not been eligible for marketing orders, These provisions have been con- 
tained in the Marketing Agreement Act of 1937, which excepted from its appli- 
cation fruits for canning. This exception was later extended to fruits for 
freezing as well. These exclusions were modified in part in the amendment 
contained in the 1954 act wherein Congress made grapefruit for canning or 
freezing eligible for marketing orders under certain conditions. This enlarge- 
ment, however, did not apply to other citrus fruit. 

Under State law, a marketing order is in effect with respect to lemon products 
of California and a similar program is under consideration in Arizona. Under 
that program exports of products are likewise excluded in determining the quan- 
tities which may be handled by any one subject to the order. 


PROBLEMS OF CITRUS INDUSTRY 


The citrus industry is faced with three general types of problems which may 
he briefly outlined as follows: 

1, There are those adjustment and conversion problems which arise in any 
revolutionary shift in production, utilization and marketing as outlined earlier. 
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A clear-cut example of such adjustment problems is the one confronting the 
California Valencia industry. Since the development of frozen orange con- 
centrate and canned juices over 50,000 carloads of Florida oranges are now 
Se in cans (largely frozen) during the summer period in competition with 

California Valencias. Prior to this development California Valencias had no 
appreciable competition during the summer months 

This sudden and overwhelming change in competition has created a ‘severe 
surplus condition with respect to California Valencias and has brought about 
zvreat hardship to those growers. Rapid adjustment has been made and is still 
being made in reducing the volume of Valencias produced. The production has 
declined from 35 million boxes in 1947 to about 20 million boxes in 1954 as shown 
in table 4. A similar downward adjustment in production has been made in 
navel oranges, partially as a result of competition of orange juice in cans. 
Navel production has declined from 20 million boxes in 1947 to 15 million boxes 
in 1954 as shown in table 4. 

2. A second general type of problem arises out of the variation in production 
from year to year, which is common to all agriculture and in particular to tree 
Crops. 

setilianiiie producers are not in a position to turn their production on and 
off as is possible with industrial manufacturers. An industrial manufacturer 
can quickly curtail volume when unsold surpluses begin to accumulate. Ex- 
cept for possible shortages of raw material, he can quickly accelerate production 
within the capacity of existing plants. Adjustments to variation in seasonal de- 
mand are likewise readily made. 

In contract agricultural volume is so dependent upon seasons and weather 
that the farmer, at the time of planting, can only guess as to his actual produc- 
tion for any crop year. Changes in the amount of production of orchard crops 
may require as much as 7 or 8 years between the time the intention to increase 
production is formulated and the time that intention can be consummated. Even 
with no change in acreage, orchard crops vary greatly in volume from year to 
year as a result not only of weather conditions but also many other causes beyond 
the control of the grower. The only way that adequate supplies of such crops 
can be assured is to have a large enough acreage in production so that supplies 
will be adequate in short crop years. This means that in large crop years sur- 
pluses will develop. When such surpluses do accumulate, as they must, the 
producer should not be made to shoulder all the burden. Such surpluses should 
be handled in a manner that will avoid undue depression of market prices re- 
sulting from temporary excesses. It is this type of problem that these market- 
ing-order programs and price-support programs are designed to meet. 

3. The third general type of problem arises out of the fact that mandatory 
price-support programs for the basic commodities cause citrus and other nonsup- 
ported commodities, to be at a disadvantage. 

If the industry is correct in its assumption that a proper function of gov- 
ernment is to aid in a transition or conversion period arising out of factors 
beyond its control, then it would appear that Government aid should be given 
during the transition period where the industry is also attempting to help solve 
its own problems as outlined in point 1 above. 

If the citrus industry is correct in its assumption that the present philosophy 
of Congress is one of abundance, then it would follow that some aid should be 
given in solving the problems which arise in years of heavy production as out- 
lined in point 2 above. 

If the industry’s assumption that the intent of Congress is to maintain a fair 
relationship between all commodities, both basic and nonbasic, then it would 
also appear that some aid should be given to those commodities whose returns 
are far below the 90-percent mandatory price supports given to the basic 


commodities. 
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NEED FOR GOVERNMENT AID 


The citrus industry has not had any direct price-support programs such as 
those afforded for basic commodities and certain other designated commodities. 
Neither has the citrus industry requested this type of aid. It has requested and 
received aid only in connection with problems of the character outlined above 
which could not be met by the industry efforts alone. 

In addition to the marketing-order programs which are operated by the 
industry at its own expense, although under Government supervision, American 
citrus producers have done many things to help themselves, without Govern- 
ment aid or assistance. The California citrus industry, for example, has spent 
over $75 million in advertising and sales promotion of its fruit. It is currently 
spending over $5 million annually toward increasing the demand for its fresh 
fruit and fruit products. The industry has developed through research many 
new products, such as frozen concentrate for lemonade, which have greatly ex- 
panded the demand and distribution for its fruit and products. The industry 
has spent, and is continuing to spend, over $100,000 annually in research to 
improve its methods of producing, harvesting, and marketing. 

There have been occasions, however, when Government aid has been necessary 
because a particular problem was of such magnitude that the industry could 
not handle it through its own efforts. This aid has come in the form of diversicn 
programs and export programs. The latter are particularly desirable for the 
reasons heretofore mentioned. 

The export program now in effect on oranges and grapefruit and their products 
provides an export payment of 75 cents per standard packed box on oranges and 
60 cents on grapefruit. Equivalent rates are paid on orange and grapefruit 
products. Under this program, in the current year beginning November 1, 

1954, some 2 million boxes of oranges and some 280,000 boxes of grapefruit have 
been exported in fresh or processed form. In the case of oranges, about half of 
the export has been in fresh form; in the case of grapefruit. over two-thirds has 
been in the form of products. These exports have gone to 12 different countries 
with the Netherlands, United Kingdom, Belgium, Germany, and Sweden taking 
the largest quantities, in that order. 

The present export program is conducted under section 32 of the Agricultural 
Act. Destination areas included in the program are principally European 
countries excluding those which produce citrus and those which are behind the 
Iron Curtain. To England, however, the program applies only in connection 
with concentrated orange juice. England has not been willing to permit import 
of fresh fruits under this export program during the current year. 

The citrus industry has aot yet been able to make any exports under Public 
Law 480. A decision has recently been made by the Department of Agriculture 
declaring citrus fruits and products eligible for programs under this statute. 
Efforts are being made to develop an opportunity for substantial exports to the 
United Kingdom as a part of the broader program for disposal of agricultural 
surpluses under Public Law 480 

There are many reasons for the need of continued Government assistance to 
reestablish and maintain citrus export markets. Some of the more important 
will now be mentioned. 

It is of course known to everyone that foreign governments have used re- 
strictions of every conceivable kind to interfere with the free flow of trade. The 
most severe have been embargoes, quotas, licenses, and prohibitive tariffs. In 
addition, there have been various degrees of inconvertibility of currency, cur- 
rency depreciation, bonus dollars, and other similar currency manipulations. 
Also there have been subsidies by other producing countries, both direct and 
indirect. One type of indirect subsidy has been that of very low ocean freight 
rates, representing only one-third to one-half of normal rates. Numerous other 
restrictions have been imposed at one time or another by the various foreign 
countries. 

A further severe difficulty in selling in export markets arises from excessively 
high ocean freight rates which we must pay and which are commonly from $2.25 
to $2.50 per box. 


60149—55—pt. 2——31 
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The citrus industry would much prefer to depend upon its own efforts and 
initiative to establish and maintain export markets but in face of the innumer- 
able restrictions which still prevail this appears impossible. Until such time 
as a more nearly normal situation in international trade prevails it will be 
necessary for the Government to give some aid to the industry as already pro- 
vided in legislation such as section 32 of the act of August 24, 1935, and Public 
Law 480. The latter is of special importance when dollar exchange will not be 
made available, even at a premium. 

Perhaps the clearest indication that California-Arizona oranges are in a con- 
dition of surplus and should have Government aid toward surplus removal under 
any or all available programs is revealed by the price received as related to 
parity during the years since World War II. From 1946-47 to 1953-54 the 
on-tree price for oranges as expressed as a percent of parity has been about 
50 percent. Similar low returns have been received for grapefruit. The details 
are shown in table 6. 

Another indication of the surplus situation facing California-Arizona citrus 
is shown by the increase in percent of total crop that has been sent to byproducts 
and the red-ink price received for byproducts. Details are shown in tables 4 
and 5. 


Los ANGELEs, CALir., March 31, 1955. 


TABLE 1.—United States and world citrus production, 1934-85 to 1954-55 
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Source: U. 8S. Department of Agriculture. 
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TaBLe 2.—United States production and exports of citrus, 1934-35 to 1953-54 
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1 Exports of oranges and lemons based on year November-October and grapefruit based on year Sep- 
tember-August. 


Source: U. S. Department of Agriculture and U. 8. Department of Commerce. 


TaBLE 3.—United States exports of fresh citrus to Canada and other countries, 
1934-85 to 1953-54 
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1 Exports of grapefruit basis September-August. 
Source: U. 8S. Department of Commerce. 
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TaBLE 4.—Production and utilization of California-Arizona citrus, 1946-47 to 
1958-54 


NAVEL AND MISCELLANEOUS ORANGES 
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Source: U. 8. Department of Agriculture. 
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TaBLe 5.—On-tree prices of California-Arizona citrus, 1946-47 to 1953-54 


CALIFORNIA NAVEL AND MISCELLANEOUS ORANGES 
[Dollars per packed equivalent box] 
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766 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Taste 6—Season average prices received for fresh California-Arizona citrus 
compared with fresh parity prices, 1946-47 to 1953-54 


FRESH ORANGES 





(1) 
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4.16 
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1948-49 3. 7: 4, 
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07 88 
02 79 
50 121 
43 85 


FRESH DESERT GRAPEFRUIT 


2 a. , See 


! See below. 
Source: U. 8. Department of Agriculture 
Note.—Parity prices as computed under Federal marketing agreement programs. 


Senator Hottanp. I notice the fact, and appreciate the fact, that 
ou have discussed in general the place of citrus production in our 
ation, and have ieee it as, by all means, the largest fruit industry. 
I believe you say it is larger than all of the fruit industries put 
together. 
Mr. Loos. I think that is correct. 
I also emphasize the fact that we are the largest producers of citrus 
fruits in the world—the country, as a whole. 
Senator Hottanp. The point that you make in many of its aspects is 
applicable, however, to the deciduous fruits and to dried fruits 
Mr. Loos. Yes. 
Senator Hotzianp. And to canned and the concentrated products 
from fruits, 
You want your paper to be considered as applicable generally to 
the situation in which you are most at home, in the citrus industry ? 
Mr. Loos. Yes, indeed. 
I think that the same procedures should be followed in all fruits 
and fruit products. 
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I have talked about citrus only because that is the only thing in 
which we, as an organization, Sunkist Growers, distribute. 

Senator Hottanp, Thank you very much. 

Senator Scuorrre.. I have enjoyed seeing you again. 

Mr. Loos. Thank you. 

Senator Hotianp. I will call the next witness, Mr. Truman Nold. 


STATEMENT OF TRUMAN NOLD, EXECUTIVE SECRETARY, 
NATIONAL APPLE INSTITUTE 


Mr. Noto. My name is Truman Nold, executive secretary of the 
National Apple Institute. 

Senator Hottanp. With offices where? 

Mr. Nop. In Washington, D. C 

Senator Hottanp. You represent the apple industry nationally ? 

Mr. Notp. That is correct, sir. 

The apple growers in the Northwest, for whom Mr. Falk spoke 
yesterday, are the same apple growers that I work for in the North- 
west. He represents all of the fruits there, including the apples. 

Senator Hottanp. You represent also the New York apples and the 
Virginia apples and the Georgia apples and the Michigan apples; any 
place that produces apples? 

Mr. Nop. That is correct, sir. 

Senator Hotianp. That is, commercially ? 

Mr. Nop. Yes, sir. Twenty-five States commercially, including 
Kansas. 

Senator Scuorprer. I think that includes northeast and central 
Kansas on the apple side. 

Mr. Norn. Yes. 

Senator Honianp. Go right ahead. 

Mr. Noxp. Mr. Falk in his testimony yesterday told about our long- 
time stake in the export market. He has explained the frustrations we 
have experienced in recent years, and the remedies we seek. 

Mr. Loos has just now given an excellent description for citrus of the 
seasonality considerations that are involved in any fruit exported. 
And I think his explanation is so directly applicable to the situation 
that we have in apples that there is no need to repeat it. 

It em, be appropriate to say, however, that the circumstances 
surrounding our export opportunities are somewhat different from 
those the citrus producers have to contend with in this respect: 

Every country that affords us good promise of a market in Europe 
is also itself an apple-producing country. Therefore, there is an 
acute consciousness of competitive factors and it becomes most im- 
portant to distinguish what they might regard as fair or unfair com- 
petitive measures. 

T want to emphasize that we are not asking for the disposal of any- 
thing in the way of an abnormal supply. e are not asking for any 
artificial advantage. We are not even asking for export subsidy. 

Senator Hottanp. You mean, under section 32? 

Mr. Notp. That is correct, 

We have used them in the past. We had a 3-year run of the use 
of section 32 subsidies at a time when it was justifiable because of the 
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balanee of payments—perfectly bona fide ones where that subsidy 
helped to extend it where a few dollars could be obtained, and make a 
deal worthwhile. 

Senator Hottanp, And it also took that part of your crop that you 
shipped abroad out of competition with the rest of your crop and made 
possible better returns for that part you marketed domestically ¢ 

Mr. Noxp. That is correct, sir. 

We stressed at that time that we had an awareness that that device 
is not an easy one to shed once started, but we did not want it other 
than under temporary conditions. There was a difference of opinion 
about how soon we could dispense with it, but those questions were 
settled, and as conditions prevail now, we are not here, and we are not 
at the Department, asking for export subsidies, nor have we been for 
the past 2 or 3 years. 

The thing we are asking for is straight access, to offer what we 
have by ondliiat? private trade under conditions that give us an even 
shake to get or lose the business, according to our ability to meet market 
requirements in quality, put and service. And in today’s world we 
enjoy such access to a few neighboring countries only, and that is 
Canada, Cuba, Venezuela, et cetera. e believe it is time for sub- 
stantial progress to be made elsewhere, and especially in Britain and 
Europe, where the greater part of our exports have gone historically, 
and where the demand is still present. 

Today no European country except Sweden permits entry to United 
States fruits, except under restrictive licensing, which is either denied, 
or it so limited, delayed, and coupled with discriminatory conditions 
that trade is killed or crippled. 

Senator Hortzianp. Do you have tables showing your exports of 
apples to these West European nations and to the United Kingdom 
through the years prior to World War II? 

Mr. Notp. I have to refer to the tables that were filed with Mr. 
Falk’s statement yesterday. 

Senator Hotianp. Very well, sir. 

Mr. Notp. These restrictions generally originated in the postwar 
measures by those countries to salvage and restore their economies, 

The economic condition of most of those countries is past that con- 
valescent stage. But strong reasons will be required to enable their 
governments to lift the bars. Every postponement makes it harder. 

In the case of apples, there is little effort to deny that the market 
wants our fruit. Actually, our opportunity is at the end of such a 
comparatively expensive journey that we cannot reach anything ex- 
cept a hungry market. 

These apples are surplus in the old sense of the word, meaning ex- 
portable for sale. In the same sense, the production in Europe of 
special variety “ small _ — and so a is lus. en 
nature gives us a large apple cro e e su is lar, 
but some portion of the Pit in fae: of sizes and eee 
istics, is always exportable and needs to keep its place in that market. 
This is not an in-and-out business, | 

I would say that last night I happened to open a 1903 yearbook of 
the Department of Agriculture and found in there quite an extensive 
discussion of export marketing of agricultural products. The title 
of it was, “This Nation’s Farm Surplus,” and it spoke in very pride- 
ful terms of being able to spare surplus for other parts of the world. 
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On many occasions, your committee and the Congress has made 
clear that this country has more than one kind of exportable surplus 
requiring attention. The distinction needs to be emphasized and made 
even clearer. 

The enormity of the problem of bulk stocks of storable commod- 
ities leads to a situation in which it is hard to avoid an impression 
that our Government does not actively care about farm exports not 
classified as that kind of surplus. If it is sometimes hard for us 
here at home to be sure, it must be harder abroad, and that is where 
it counts. 

It is not enough for the interest of our Government to be inquisitive. 
It has to be exhibited concretely to the governments abroad. 

Your committee of the Congress took a great and bold step when it 
sought to overcome for agricultural exports the limitations of present 
dollar buying power of importing countries, by providing for ac- 
ceptance of local currencies. 

Actually, the maintenance of barriers against our fruit exports 
have become less and less justified on currency grounds. Public Law 
480 could have stripped away any remaining pretenses so as to open 
up the real issues, we felt. And in those cases where dollar buying 

— was, in fact, still the problem, it would provide the means to 
andle it. 

This would require a procedure quite different from that set up to 
handle Government stocks. 

Mr. Loos also pointed that out. 

But I must tell you this: We make a mistake to seek to sell apples 
for local currency 1f that country can actually afford to pay in dollars. 
We are immediately at an awkward disadvantage. The very reason 
for doing business changes shape; we are asking to be allowed, if you 

lease, to use their currency because our problem is greater than theirs. 

e put the other government in an unhappy dilemma, much as it must 
really like to allow the apples to enter. To let them come in becomes an 
act of favor to us, at the discomfort of other interests which may be 
at home, or connected through bilateral deals with other countries. 
So we dangle on uncertainties between maybe yes and maybe no till 
time and the season trickle away. 

We feel that, instead, we can and should ask those countries to 
honor their agreed trading obligations, which the United States has 
waived for original reasons of currency difficulties. We can mean it 
when we ask. 

Everything we are now asking as apple growers in the way of access 
to those markets is provided in the trade agreements, but was sus- 
pended for the duration of the temporary exchange difficulties. 

Yet, in recent days it has been reported that the United States rep- 
resentatives at Geneva agreed to a procedure for further waiver of 
agreements not to use quantitative restrictions after the original bal- 
ance-of-payments reasons have disappeared. 

Where does this leave us? We do not know, on the basis of the first 
press reports. We earnestly hope more complete information will 
relieve the disastrous implication. 

Senator Houtanp. Let us make that a little clearer. 

You say that the news out of Geneva indicates that the nature of 
the GATT situation has changed in what respect ? 
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Mr. Noxp. The nature of the master agreement and of other pro- 
visos relating to it, as said in general: 

We agree, and other nations agree in return not to use quantitative 
restrictions. 

Senator Hottanp. Not to use quotas, in other words ? 

Mr. Nor. That is right; or other quantitative limitations or 
exclusions. 

Now, then, they are granted exemption temporarily from that agree- 
ment when they are in exchange difficulties. They have all used their 
exemptions at our indulgence, and sometimes with our encouragement, 
ever since the war. 

The time has come, in most cases, when the excuse is gone, but there 
are many, many interests that have developed that are now vested in 
those violations. We have been looking to the day when those waivers 
would cease, the agreements made for fair and equitable trading rules. 

Now comes word, even though the monetary reason is disappearing, 
that there will be further extension of this. This directly concerns 
your committee because the other side of the coin has to do with United 
States restrictions on agricultural imports. 

We look at this with mixed emotions because we live with the pres- 
sure of directly competitive apples imports from Canada, and have a 
protection which has never had to be invoked, in the coverage of 
section 22. 

Primarily, that section has been maintained because price supports 
on cote like those now in governmental surplus could not 
be extended to the whole world. The circumstances under which it 
could be invoked are stated in a rather broad manner. 

Actually, so far as we know, it has been applied with moderation 
and reasonableness. Surely, that is the intention. 

If the price of not saying so is to be paid in further postponement 
of fair opportunities for entry of American farm products, like ours, 
to other countries, we are progressing backward. 

Now, we hope to learn as further information comes along that that 
fear is not well based and that we are going forward. 

Senator ScHorrren. Are you in a position to give us the countries 
that are involved in this latest press report that you have received ¢ 

Mr. Nowp. This was a release issued by our Department of State 
on the close of the Geneva Conference. I believe it has a date of the 
2ist of this past month. It appeared in a number of papers—the 
New York Times and the Journal of Commerce, and so on. 

It is easy to be misled into fears by generalized reports. I agree 
to that. 

Senator Scuorrre.. I understand - that. 

Mr. Nop. But there has been an ominous look to this situation for 
a long time. There has been a most strained reluctance on the part 
of some officials to discuss it for a long time. 

Senator Hottanp. You mean State Department officials? 

Mr. Noro. And Agriculture. 

You see, these negotiations, sir, are always conducted under a 
policy that existed for a long time and which we protested many 
times, of complete secrecy. at we know about the negotiations 
on trade agreements in the past, that is, trade conferences, by and 
large, come from foreign sources when the whole thing was over. 
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Senator Houtanp. Is what you are suggesting, you think it might 
be possible, let us say, for the United Kingdom indefinitely to keep 
on imposing a ban or a a against the umportation of one of our 
fruits, for the purpose of building up the production in its colonies 
of that same fruit 

Mr. Norp. I fear something like that is going on. 

Senator Hotianv. Of course, that should not be a matter of uncer- 
tainty very long because the document itself will be available shortly, 
from what I understand—the document that comes out of that con- 
vention. 

Mr. Now. I would like to suggest that the document certainly will 
be of immediate and direct interest to this committee from at least 
the standpoint that the United States claims a right to maintain 
quantitative import restrictions. The conditions under which that 
right is claimed and exercised will have a strong bearing, although 
not necessarily a decisive one, on what other countries do with us. 
We think progress needs to be and can be made, and it is time to make 
it, in any event, but the United States must furnish the impetus, the 
strong reason. 

You see, the foreign government that is now conscious of being 
in a violative position in respect to not honoring a bona fide commit- 
ment made to us for which we gave them a concession may con- 
sider that they now have a further bargaining point with us, or 
they may have factors within their own country so rooted in the 
violation, having some potency politically, that they do not want 
to offend just by saying, “We must do this because it is right,” or 
“We think we ought to do Uncle Sam a favor.” That country, that 
government, ought to be confronted with the consequences of a 
continued violation. 

We believe the United States has reached the point where enforce- 
ment would be timely. It is a very important thing to us. 

Senator Scnoerre,. When this matter reaches the attention of the 
Congress, which it has to one of these days, that will be the proper 
time to haye these matters brought out into the open and to insist 
upon very frank disclosures. 

Mr. Noto. Yes, sir. 

Senator Scnorrre.. I taink that there was one distinguished Sena- 
tor who not too many days ago sounded at least a warning that there 
was too much secrecy involved and disclosures would have to be made. 

Personally, I do not offer myself as an expert on it, in this great 
field of endeavor that is sought to be covered by GATT, but I do 
know that there are an awful lot of folks down in the State called 
Kansas that have manifested to me in no uncertain terms that they 
are getting weary at being called upon to restrict themselves in many 
ways, paying a lot of tax moneys for American tax dollars sent to a 
lot of places in the world where I am unable, on the best advice I 
can get, to try te satisfy them as to what some of those countries are 
doing to us in the export field. 

Mr. Nop. Yes, sir. 

Senator Scnorrrren. And it must obviously come to a showdown 
where we are going to stand up and say: “If you are only willing 
to take the American taxpayers’ dollar”—that they are so greedy 
and so readily wanting—“and then close the door on us,” as a number 
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of multilateral agreements that they make with other favored nations, 
as they see them, which refuse export licenses and all of those devices 
that they are rather skilled in using—I hesitate to think that my 
Government has not men at the bargaining table who are able to 
cope with that—all of those things prove a very valid reason for open 
and complete disclosures some place down the line as to what is 
going on. 

Mr. Nop. Yes, sir. 

Senator Scnorpren. And I have said on other occasions, that so 
far as I am concerned, in some of those areas in the world where we 
have been most generous in doling out American dollars, whether it 
is through Mr. Stassen’s former department, that he is now leaving, 
or through other departments of the Government, I, for one, am not 
going to go along unless I see what advantages are going to flow to 
us in the expanding of our legitimate trade, even though I do not 
care to disrupt all of these other markets. 

We have had brought before us, as down in Florida in these hear- 
ings—brought out again today here—that in certain areas of the 
European area they can take care of their colonies’ exportable sur- 
pluses—and it is laudable that they want to build them up, but there 
is, over and above that, a demand within those countries for the type 
of fruit and the type of juices that we have in long supply and can 
export better grades, better qualities, and at cheaper prices, and yet 
the door is closed to us. That just does not make sense to me. 

It is either one of two things: Somebody has not the nerve—some- 
body is not doing a job for the American economy over here—or else 
we are being overshadowed by some pretty powerful influences, and 
T am ashamed to have to admit that might be the case. 

Mr. Noto. I certainly appreciate your interest in that. 

Senator Hottanp. The report that you referred to as to what hap- 
pened in Geneva is that appearing in the Journal of Commerce of 

arch 16 and March 22, is it not? 

Mr. Norp. I would presume it is the March 22 one, sir. 

Senator Horttanp,- Do you have any further suggestions, specific 
suggestions as to steps you would like to see recommended by this 
committee ? 

Mr. Noxp. I would stress one of those made by Mr. Falk yesterday. 
Get compliance with agreements and undertakings already of record. 

Senator Hotianp. You mean in this field of reciprocal trade? 

Mr. Not. Yes, sir. 

Senator Hotzanp. All right, sir. 

Do you have any more questions? 

Senator Scuorppet. I have no further questions. 

Senator Horanp, Thank you very much. 

Your complete statement will be incorporated in the record at this 

oint. 
Mr. Nouv. Thank you. 
(Mr. Nold’s statement follows :) 


STATEMENT FILED By TRUMAN Noxp, Executive Secretary, NATIONAL APPLE 
INSTITUTE 


The National Apple Institute, of which I am the executive secretary, is a 
federation of the State and regional organizations of apple growers in 25 States 
from coast to coast. Mr. Falk, who testified yesterday for the Northwest Horti- 
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cultural Council, told of our long-time stake in the export market, the frustra- 
tions of recent years, and the remedies we still seek. His representation and 
mine are for the same apple growers in the Northwest. He spoke also for the 
other fruits grown in his area; I have responsibility to the apple growers across 
the country. 

First, let me emphasize two things brought out yesterday : 

(a) Every apple grower, wherever located, is directly or indirectly interested 
in the export market and is hurt by our inability to send a normal proportion of 
the crop abroad. This business has been more important than its volume alone 
would indicate, because it has been a complementary or balancing factor in the 
marketing of the crop. 

(6) We are not asking for disposal of an abnormal supply, nor for artificial 
advantage in trading conditions. We are seeking straight access, to offer what 
we have by ordinary private trade under conditions that give us an even shake to 
get or lose the business according to our ability to meet market requirements in 
quality, price, and service. In today’s world we enjoy such access to a few 
neighboring countries only. We believe it is time for substantial progress to be 
made elsewhere, and especially in Britain and Europe where the greater part 
of our exports have gone historically, and where the demand is still present. 

In the decade prior to 1939, fruits ranked third among United States agricul- 
tural exports, first among foodstuffs; among the fruits apples were greatest in 
volume, and European markets the principal destination. Today no European 
country except Sweden permits entry to United States fruits except under re- 
strictive licensing which is either denied, or is so limited, delayed, and coupled 
with discriminatory conditions that trade is killed or crippled. 

These restrictions generally originated in the postwar measures by those 
countries to salvage and restore their economies. 

The economic condition of most of those countries is past that convalescent 
stage. But strong reasons will be required to enable their governments to lift 
the bars. Every postponement makes it harder. 

In the case of apples, there is little effort to deny that the market wants our 
fruit. Actually our opportunity is at the end of such a comparatively expensive 
journey that we cannot reach anything except a hungry market. 

These apples are surplus in the old sense of the word, meaning exportable 
for sale. In the same sense, the production in Europe of special variety cheese, 
small lean hams, and so on, is surplus. When nature gives us a large apple crop, 
the exportable supply is larger—but some portion of the crop, in the range of 
sizes and other characteristics, is always exportable and needs to keep its place 
in that market. This is not an in and out business. 

On many occasions, the committee and the Congress has made clear that this 
country has more than one kind of exportable surplus requiring attention. The 
distinction needs to be emphasized and made even clearer. 

The enormity of the problem of bulk stocks of storable commodities leads to 
a situation in which it is hard to avoid an impression that our Government does 
not actively care about farm exports not classified as that kind of surplus. If 
it is sometimes hard for us here at home to be sure, it must be harder abroad, 
and that’s where it counts. 

Your committee and the Congress took a great and bold step when it sought 
to overcome for agricultural exports the limitations of present dollar buying 
power of importing countries, by providing for acceptance of local currencies. 

Actually, the maintenance of barriers against our fruit exports have become 
less and less justified on currency grounds. Public Law 480 could have stripped 
away any remaining pretenses so as to open up the real issues, we felt. And in 
those cases where dollar buying power was in fact still the problem, it would 
provide the means to handle it. 

This would require a procedure quite different from that set up to handle gov- 
ernment stocks. 

But I must tell you this: We make a mistake to seek to sell apples for local 
currency if that country can actually afford to pay in dollars. We are immedi- 
ately at an awkward disadvantage. The very reason for doing business changes 
shape ; we are asking to be allowed, if you please, to use their currency because 
our problem is greater than theirs. We put the other government in an unhappy 
dilemma, much as it might really like to allow the apples to enter. To let them 
come in becomes an act of favor to us at the discomfort of other interests which 
may be at home, or connected through bilateral deals with other countries. So 
we dangle on uncertainties between maybe yes and maybe no till time and the 
season trickle away. 
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Instead, we can ask those countries to honor their agreed trading obligations, 
which the United States has waived for original reasons of currency difficulties. 
We can mean it when we ask. 

Everything we are now asking as apple growers in the way of access to those 
markets is provided in the trade agreements—but was suspended for the duration 
of the temporary exchange difficulties. 

Yet, in recent days it has been reported that the United States representatives 
at Geneva agreed to a procedure for further waiver of agreements not to yse 
quantitive restrictions after the original balance of payments reasons have dis- 
appeared. 

Where does this leave us? We don’t know, on basis of the first press reports. 
We earnestly hope more complete information will relieve the disastrous im- 
plication. 

This directly concerns your committee because the other side of the coin has to 
do with United States restrictions on agricultural imports. 

We look at this with mixed emotions because we live with the pressure of 
directly competitive apple imports from Canada, and have a protection which has 
never had to be invoked, in the coverage of section 22. 

Primarily that section has been maintained because price supports on com- 
modities like those now in governmental surplus could not be extended to the 
whole world. The circumstances under which it could be invoked are stated in 
a rather broad manner. 

Actually, so far as we know, it has been applied with moderation and rea- 
sonableness. Surely that is the intention. 

If the price of not saying so is to be paid in further postponement of fair op- 
portunities for entry of American farm products like ours to other countries, we 
are progressing backward. 

We hope to learn that we are going forward. If not, you will undoubtedly 
want to take another look at the whole question. 

Basically, our claim is for the primary governmental service of assuring a 
trading relationship with other countries conducive to movement of what we 
have to sell to where it can meet the demand for it. We sincerely appreciate 
your committee’s continuing efforts to that end. 


Senator Hotzianp. Are there any further witnesses? 


STATEMENT OF MARTIN E. HEARN, EXPORT COORDINATOR, 
FLORIDA CITRUS MUTUAL, LAKELAND, FLA.—Resumed 


Mr. Hearn. I would like to make a few additional remarks, Mr. 
Chairman, if I might be permitted to do so. 

Senator Hoxtxianp. All right, sir. 

Mr. Hearn. I do have some information ere this waiver 


agreement at Geneva Mr. Nold talked about as reported by the British 
trade journals, and the Department of State’which I think has a di- 
rect bearing. 

Here on two pages is the complete report. 

Senator Hotianp. Do you wish this inserted in the record ? 

Mr. Hearn. I would like that to be done, sir. 

Senator Hoxtianp. This is under the heading, “Imperial Prefer- 
ence,” in the March 12, 1955, issue of “Fruit Flower & Vegetable 
Trades’ Journal.” 

That is a British publication, it is? 

Mr. Hearn. Yes, sir. It is printed in London. 

On the back there is a second article relating directly to that GATT 
agreement, 

Senator Hottanp. You mean, the article entitled, “The Colonies 
Win Protection For Their Fruit in U. K.”?¢ 

Mr. Hearn. Yes, sir. 

Senator Hotianp. You wish both of those articles included? 
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Mr. Hearn. I would like that. I would also like State Depart- 
ment’s excerpts of March 21 detailing this agreement also included in 
the record, 

Senator Ho.tianp. That will be done. 

(The articles referred to are as follows :) 


{From the London (England) Fruit Flower & Vegetable Trades’ Journal, vol. 107, No. 11, 
March 12, 1955] 


IMPERIAL PREFERENCE 


The colonies, headed by the West Indies, have scored a notable victory follow, 
ing months of complicated and largely seeret negotiations at the Geneva GATT 
Conference (as explained in a special report overleaf). The effect of the new 
agreement is in many ways comparable to the success- gained by Mr. Peter 
Thorneycroft, the president of the board of trade, when, 18 months ago, he 
persuaded our reluctant cosignatories to the 8-year-old agreement to waive 
the regulation prohibiting us from granting any new preferences to our Common- 
wealth countries. 

We were allowed, at the behest of the NFU, to make a series of increases in 
the duties on various horticultural products; but with some slight exceptions, 
notably new potatoes, none of the products concerned was in practice imported 
in commercial quantities from any Commonwealth country. The waiver, there- 
fore, enabled us to overcome what was only a technical infringement of the 
1947 agreement, 

The present. exemption, however, is entirely different, and it results from a 
high level international barter wrangle under which we allow the United States 
to protect her agricultural economy in exchange for permission to safeguard 
those basic industries in our own “underdeveloped territories” whose existence 
depends upon: a healthy export market in Britain. This applies particularly to 
the West Indian territories, to the banana and citrus industries, especially. 

It is not yet clear whether the Government proposes automatically to raise 
tariffs to protect these colonies, or whether it will wait until international 
competition in the U. K. market is sufficiently sharp to endanger their stability. 

Let us take bananas first. So far, despite occasional qualms, the Jamaican 
and Cameroon (Nigerian) banana industries, which expert to the U. K., have 
been largely insulated from competition, first by Food Ministry bulk buying, 
and later by the continuance of import quota licensing. This is to end in 
June. The colonies are apprehensive lest their foothold in the British market, 
which they dominate, should be threatened by unrestricted exports from Brazil 
and the Canary Islands. 

This is a real fear, but it is not an immediate one, since the Canary Islands’ 
banana is so popular that customers have, in effect, to be rationed, while 
Brazilian bananas are so dear (and distant) that, as a recent article in this 
Journal showed, the chance of heavy exports to Britain depend only upon the 
unlikely collapse of the Brazilian-Argentine trade pact, under which Argentina 
takes at a good price the bulk of Brazil’s exportable crop. 

A longer term threat is, of course, implicit in Britain’s economic recovery: 
should we be able to free the pound and import dollar goods without. restric- 
tion, the vast production of the Central and South American dollar countries 
will become available. However, this too is a distant hypothetical possibility 
only, and it would appear unwise for the Government to act precipitously. Far 
better to keep this power of raising duties against foreign bananas in reserve 
until it. is needed. To use it before it becomes necessary would be unfair 
alike to the British consumer, to the foreign shipper, and, in the long run, to 
the colonies themselves, since it will leave them all the less prepared for serious 
competition, if and when. it really does arrive. 

As regards citrus, this is, commercially speaking, not so important a crop, 
save in Trinidad. The country which would be most seriously affected by an 
import duty would be Israel, but it would be unwise for any judgment to be 
passed until the report of the recent Committee of Inquiry on the West Indian 
citrus industry is made known. Judgment should be deferred both by us and 
by the Government until then. In view of the forthcoming publication of the 
full GATT agreement and the probable intention of the Government to waste 
no time in implementing the changes agreed upon, it is important that no time 
should be lost in publishing this report. 


- 
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THE CoLONIES WIN PROTECTION FOR THEIR FRUIT IN UNITED KINGDOM 


(By a staff reporter) 


Although details will not be forthcoming for at least another fortnight, the 
weekend news from Geneva made it clear that the West Indian colonies in 
particular and the Commonwealth underdeveloped countries in general had won 
a resounding victory, which may well have considerable repercussions in the 
British banana and citrus trades. (See leading article.) 

At the urgent behest of the West Indies, the General Agreement on Tariffs and 
Trade Conference (GATT), which has been going on for some months, has now 
agreed to grant for the second time a waiver to Britain which will.enable us to 
ignore to some extent the rule against making new preferential arrangements 
for Commonwealth exporting countries. 

This waiver will allow us to increase our preference on certain colonial prod- 
ucts, foremost of which are bananas and citrus fruit, grown in the West Indian 
territories. 

The preferences on these products were fixed at Ottawa more than 20 years 
ago at a specific rate of (in the case of bananas, for example) £2 10s. a ton. The 
West Indies have pointed out that these specific duties, which in 1982 were equal 
to about 12 percent of the price, are now the equivalent of under 4 percent, and 
are proportionately ineffective as a production instrument. 


UNITED KINGDOM FREEDOM I8 LIMITED 


It is understood that the waiver is to enable Britain to restore the earlier degree 
of preference, but the precise limitations placed upon the freedom of action of 
the British Government are not yet clear. Although the concession applies to 
underdeveloped countries, I am assured that by no stretch of the imagination 
would Australia and South Africa, for example, be allowed to qualify under 
this heading. 

On the other hand, it seems likely that the Cameroons would benefit, while 
the two territories which would be chiefly hit in the case of bananas would be 
Brazil and the Canary Islands, our two principal nonsterling sources of banana 
supply. 

Questions in the Commons on Wednesday produced little further information 
from the Colonial Secretary. 


[Department of State press release No. 155, March 21, 1955] 


THE AGREEMENT ON ORGANIZATION FOR TRADE COOPERATION AND AMENDMENTS TO 
THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


* * : * * * * ~ 


In connection with the review of the balance-of-payments provisions of GATT, 
it was recognized that some countries might experience severe difficulties in cer- 
tain of their industries or branches of agriculture if what they referred to as 
their “hard core” import controls were eliminated too abruptly. These are con- 
trols which, while originally imposed for balance-of-payments reasons, provided 
incidental protection to certain industries. Their sudden removal could create 
severe economic and social problems for particular countries. Accordingly, it 
was decided at Geneva that requests from these countries for a temporary 
waiver from the obligation to eliminate quantitative restrictions when the bal- 
ance-of-payments justification for them no longer existed would receive sympa- 
thetic consideration on a case-by-case basis. The waiver would be subject to 
conditions and limitations determined by the contracting parties, and the country 
receiving it would be required to eliminate its “hard core” restriction over a com- 
paratively short period of time, not to exceed 5 years. ‘The country receiving the 
waiver would also be required to report annually on the progress made toward 
such elimination. 

By separate decision a waiver was granted which makes it possible for the 
United States to apply import restrictions required under section 2 of the Agri- 
cultural Adjustment Act, as amended, notwithstanding certain provisions of the 
agreement with which such restrictions may occasionally be in conflict. Under 
the terms of the waiver the United States will submit an annual report to the 
contracting parties of actions taken under the waiver. 


Senator Hottanp. You may proceed. 
Mr. Hearn. There is something else that I would like to bring up. 
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Last Monday, you will recollect that I mentioned how these FOA 
programs were aiding our competitors in expanding their foreign 
markets. Since I have been here in Washington, I have discovered 
from a State Department dispatch of June 17, 1954, No. 780, from 
Beirut, the following quotation : 

Also a large and modern grading plant for citrus has been purchased in 
United States by FOA. It is to be erected in Beyrouth. The PFOA technician 
is hopeful that when this plant is erected, arrangements can be made to lease 
it to a private firm for operation under the joint supervision of FOA and the 
Government. 

Senator Hotzanv. That is in Lebanon? 

Mr, Hearn. That was from the State Department dispatch from 
Lebanon. 

The other one that I came across was an allocation of nearly three- 
quarters of a million dollars worth of tinplate for use in citrus proc- 
essing in Spain. FOA Bulletin No. 190, June 24, 1954. It was one 
of several purchases, and it was very materially responsible for Spain 
being able to underquote us on frozen orange concentrate in Switzer- 
land this winter. 

Senator Hotianv. How much tinplate was furnished ? 

Mr. Hearn. On this particular order there was $735,000. There are 
several other purchases of tinplate. 

Senator Hotianp. You are offering these items as being comparable 
items to the one that you testified to in Florida, under which it was 
shown that FOA had supplied $900,000 worth of wrapping paper to 
Palestine for the wrapping of their citrus fruits ? 

Mr. Hearn. Yes, Senator Holland. 

And I should Tike to add also that there is a project already under- 
foot between FOA and Madagascar for increasing the exports of 
cashew nuts; between FOA and Israel for increasing the exports of 
peanuts; and FOA has also assisted in increasing foreign cotton 
acreage abroad for exports, also wheat acreage. 

There is a very significant pattern between the development of 
these foreign export programs by FOA and the decrease of our own 
agricultural exports. 

I strongly recommend that some thorough investigation and ex- 
planation of all of these programs be undertaken. Every time that 
a foreign country undertakes one of these export programs the in- 
evitable result is a bilateral agreement with some other soft currency, 
-which is specifically aimed at excluding our dollar exports. 

Senator Hotianp, Are not those bilateral agreements in violation 
of the provisions of the GATT master agreement ? 

Mr. Hearn. I believe they are, Senator Holland, but there have 
been so many violations that it is more commonplace than the ob- 
servance of GATT itself. 

In addition, you will recollect that last week we mentioned the 
opposition of Jamaica to our getting back into the English market. 
I would like to offer this as evidence that Jamaican citrus is now 
entering the United States? 

Senator HotzanD. You offer a tearsheet from what paper? 

Mr. Hearn. The Supermarket News. 

Senator Hottanp, The Supermarket News of what date? 

Mr, Hearn. Monday, March 28. 

Senator Scnorrren. This year ? 

60149—55—pt. 232 
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Mr. Hearn. Yes. 

Senator Hotianp. Where is that publication produced ? 

Mr. Hearn. I believe it is published in New York, Senator Holland. 

Senator Hoizanp. It is for the American supermarket trade; is 
that it? 

Mr. Hearn, Yes, sir. 

Senator Hottanp. And the item that you call attention to is which? 

Mr. Hearn. This one regarding a citrus called “Ugli,” which is 
a cross between a grapefruit and a tangerine. You will notice that 
that supermarket has purchased the entire crop in Jamaica. 

Senator Honianp. That is the article which begins “Ever have 
an Ugli?” 

Mr. Hearn. That is right. 

Senator Horzanp. “A Supreme exclusive.” “Featured at Su- 
preme’s produce department.” 

Mr. Hearn. Yes. 

Senator Hotiann. And continuing: 

Unless you’re a Supreme shopper, you’ve probably never tried this citrus 
taste thrill! Our skilled produce buyers took one juice-bursting bite and bought 
every one that exotic Jamuica had to offer! 

Mr. Hearn, That is right. 

Senator Hottanp. “Supreme, we believe, is the only market in the 
whole U.S. A. that has them,” and so forth ? 

Mr. Hearn. Yes. 

Senator Horzanp. The item will be included in the record. 

(The article referred to follows :) 


[From Supermarket News, Monday, March 28, 1955] 
ADs OF THE WEEK 


* * * * * * = 


“Ever have an ugli?’ asks Supreme Markets, Boston (bottom). This “first 
really new citrus fruit * * * from exotic Jamaica, is only one of the many pro- 
duce items in Supreme’s ‘gourmet’s paradise’ which also stocks anise, raw olives, 
mangoes, kumquats.” 


- 


EVER HAVE AN 


won't be a new crop until next yser! 


FEATURED AT SUPREME’S PRODUCE DEPT. 
Where the unusual is commonplace! 


“eno? ‘ing recipe calls for someth> 
* Oe 





DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 779 


Mr. Hearn. There is one other point that I should like to mention; 
that is, with regard to the British market. 

Industry has always had an advantage over agriculture through the 
British soieen import plan, where exporters with a historical basis were 


allowed to export up to 30 percent of their prewar volume of 
merchandise. 

Attempts were made to include agricultural products in that same 
token plan, but were consistently turned down by the British Board 
of Trade. The British refusal to purchase fruits under either straight 
a allocation or Public Law 480, or Public Law 665, section 402, is 

— definitely confirmed as a violation of its obligations under 


We understand from the Department of Agriculture that they 
drafted a protest through the State Department in December of 1954, 
directed to the British Government. e have never heard the out- 
come of that protest. 

I think that should be clarified to the satisfaction of everybody, not 
only in the citrus industry, but in all fruits. 

Senator Hotianp. Well, I think our subcommittee might well con- 
sider recommending to the full Senate committee the pressing of a 
request to the appropriate authorities of other departments as to what 
a os pened. 

EARN. We should oe like to know how they explained 
oan 7 that violation of GATT 

Senator Hoiianp. Do you have any further insertions that you 
would like to make ? 

Mr. Hearn. No, sir. 

Senator Hotianp, Thank you very much. 

Mr. Hearn. Thank you. 

Senator a Is there anything else for the record ? 

ure response. ) 

enator Hotuanp. If not, the subcommittee will rise. 
(Whereupon, at 3:25 p. m., the subcommittee adjourned.) 
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TUESDAY, MAY 24, 1955 


Untrep States SENATE, 
SUBCOMMITTEE ON DisposaL or AGRICULTURAL SURPLUSES 
OF THE COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 
EXECUTIVE SESSION 


The subcommittee met in executive session at 10:20 a. m., in room 
P-21, United States Capitol, Senator James O. Eastland, presiding. 

Present: Senators Eastland and Scott. 

Also present: Sam A. Thompson, consultant. 


STATEMENTS OF HON. SAMUEL C. WAUGH, ASSISTANT SECRETARY 
OF STATE; LEONARD WEISS, ASSISTANT CHIEF, TRADE AGREE- 
MENTS AND TREATIES DIVISION; AND W. V. TURNAGE, DEPUTY 
DIRECTOR, OFFICE OF INVESTMENT AND DEVELOPMENT 
AFFAIRS, DEPARTMENT OF STATE 


Mr. TuomPson, What has been the greatest contributing factor to- 
ward slowing up the sales under Public Law 480? 

Mr. Waven. I did not hear one word of that question. 

Mr. Tuomeson. What has been the greatest contributing factor to- 
ward slowing up the sales under Public Law 480? 

Mr. Waveu. First, I do not believe the record will indicate that 
there has been any slowing up. I think the record for the limited 
time that 480 has been in effect will make quite a respectable showing. 
I think one problem that was not originally foreseen was the difficulty 
of negotiating these contracts out with the foreign governments. I 
think that has probably taken a longer time than any of us anticipated 
at the outset. 

Senator Eastnanp. Let’s take the Italian deal. I see it was signed 
yesterday. For how much? 

Mr. Wavex. $60 million of CCC costs, and $50 million at market. 

Senator Eastianp. 50 what? 

Mr. Waveu. $50 million at market ; $60 million, CCC, and $50 mil- 
lion at market. 

Senator Eastianp. I would like to take the history of that trans- 
action. When did the Italian Senate delegation come over here to 
negotiate ? 

Mr. Waveu. I have here February 15, 1955. 

Senator Easttanp. What on that date? 

Mr. Waven. That the agreement was sent to the United States. 
Embassy for negotiation, February 15, 1955. 

781 
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Senator Easttanp. When did negotiations begin with the Italians? 

Mr. Waveun. Shortly thereafter. 

Senator Easrtanp. When did Mrs. Luce come to this country ? 

Mr. Waveu. The last time she was here was with Scelba. She was 
here twice. 

Senator Eastzanp. When did she appear and urge an increase in 
the Italian—it was the 14th of January that Mrs. Luce appeared 
before the Francis committee, wasn’t it ? 

Mr. Waveu. I don’t have that date, but I am sure that is right. 

Senator Eastianp. I want a history of this Italian deal that was 
announced. When did it start? 

Mr. Waven. It must have started shortly-—— 

Senator Easttanp. They had to make a request, didn’t they ¢ 

Mr. Waven. I am terribly sorry, sir, I don’t have that whole back- 
ground. I just have the bare points here. I don’t have the whole his- 
torical background. 

Senator Easrtanp. You testify these claims haven’t been held up. 
I just want to take a history of this and see where the State Depart- 
ment has held up that deal. 

Mr. Waven. What I think I should do is document it for you. In 
fact, I will try to bring it down this afternoon. 

Senator Eastianp. You mean Italy? 

Mr. Waven. Yes. 

Senator Easttanp. As a matter of fact, the negotiations started 
last fall, is that right ? 

Mr. Waveu. Well, I think all of these negotiations started right 
after the law was passed. 

Senator Easrianp. Yes, sir. 

The Italians wanted how much to start with ? 

Mr. Turnage. We have a tigeaxe of $66 million at CCC costs. 

Senator Easttanp. Now, they requested more than that, because 
agriculture recommended $90 million for the program for Italy. 

Mr. Turnage. I have a list of figures on our requests here, which 
I have checked with Agriculture, and the figure on Italy is $66 mil- 
lion. Now, if at any time Agriculture proposed a $90 million figure 
it was inconsistent with the request. 

Senator Easruanp. Now, isn’t it true that Agriculture recommended 
a $90 million program and that the State Department recommended 
a $30 million program ? 

Mr. Turnaee. I don’t know the exact figures. 

Senator Easttanp. You don’t know! You don’t know the figures 
that the State Department recommended ? 

Mr. Turnage. Well, Senator, this is going back a long time and you 
are taxing my memory somewhat. I would be glad to look it up in 
the record. 

Senator Eastianp. Now, is it true that there was a stalemate, and 
after considerable delay, Mrs. Luce made an appearance at a meet- 
ing of the staff committee, to which the Francis committee was in- 
vited, and as a result of her appearance the Italian program, was in- 
creased to $40 million. Isn’t that true? 

Mr. Waveu. Well, I know that she made an appearance before the 
Francis committee and made an appeal, but I think it was increased 
to $50 million market values. 
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Senator Eastianp. That is right. Now, let’s take it in order. I 
want to know if this is true. Mrs. Luce persuaded the members of the 
2 committees to increase the amount to $40 million. The Italians 
offered to buy cotton, tobacco, and wheat for dollars, provided an ad- 
ditional amount of cotton, wheat, and tobacco would be sold to them 
for lira. Do you remember that? 

Mr. Turnace. The agreement calls for certain purchases on their 
part for dollars. 

Senator Easrianp. Now, let’s get the Italian proposal. That is 
what we are talking about. Do you remember that proposal? 

Mr. Turnage. I am sorry, I would have to look into the files, Sen- 
ator, to see. 

Senator Easrianp. Is it not true that the State Department ob- 
jected to the acceptance of that proposal ? 

Mr. Waucu. Well, Senator, I don’t believe that the State Depart- 
ment objected to any proposal, per se. 

I think that what the State Department did 

Senator Easttanp. We have testimony here to that effect. Do you 
know whether you objected or not? 

Mr. Waueu. No, sir. 

Senator Eastianp. As a result of your objection there was a com- 
promise at $50 million ? 

Mr. Wauau. May I just explain one item, that on these original re- 
quests when they came in, a great many of the requests were or riginally 
with the thought in mind that they were going to get the surplus agri- 
cultural products for free and not going to have to pay for them. “So 
all differences of amounts, Senator Eastland, were presented to the 
Francis committee and the program, overall, was agreed upon within 
the Francis committee. We just had but the one vote. 

Senator Eastianp. I know, but I want your position, now. That 
is what I want. I want, the State Department’s position. 

Mr. Waveu. Our position, as far as any one country was con- 
cerned— 

Senator Eastianp. Now, let’s stay on this proposal. Do you re- 
member this proposal ¢ 

Mr. Waveu. No, sir, not specifically, because there are so many I 
don’t try to remember them all. 

Senator Eastianp. Now, I am going to go to something else and 
then Lam going to let Mr. T hompson proceed. 

The State Department’s position in the operation of Public Law 
480 is that the law—is that these commodities should be sold for local 
currency where it will expand the consumption in the country. 

Mr. Waueu. That is one of the objectives of the law. We believe 
in all objectives of the law. 

Senator Eastianp. I just want to lay a predicate for what I am 
going to ask you. 

Mr. Waveu. I understand. 

Senator Eastianp. Another one is that commodities will not be 
sold so as to disrupt normal marketing, to drastically reduce world 
price levels. 

Mr. Wavenrt. I think the word “unduly” i is in there. 

Senator Easttanp. What is “unduly”? 

Mr. Waven,. That is a matter of judgment, I think. 





784 DISPOSAL OF AGRICULTURAL SURPLUSES—GENERAL 


Senator Easttanp. “Unduly reduce world price levels.” 

Mr. Waveu. Unduly disrupt, I think the wording is. 

Senator Easrianp. Well, that is the same thing. 

Mr. Waveu. You are right. 

Senator Easttanp. Mr. Waugh, to meet those tests, you take a 
period of time and judge the amount of commoidities—let’s say of 
cotton—that X country has sold to B country. Now, it is the State 
Department’s policy, is it not, that goods will not be sold or given 
under Public Law 480, that will reduce X country’s exports, or that 
will reduce their markets to B country ? 

Mr. Waveu. No, I wouldn’t think it would be as firm as that at 
any time, Senator. 

Senator Eastianp. All right, what would it be ? 

Mr. Waveu. I think that when you agree upon a program for any 
country and the negotiating teams get together, the State Department’s 
position, under our statute, is to point out the foreign policy implica- 
tions. The programs are not worked out by the State Department any 
more than they are by any other single department. 

Senator Eastitanp. What is your program ? 

You take a period of time, do you not, to see that a country’s exports 
to the consuming country, that those markets will not be unduly dis- 
rupted. 

Mr. Waven. I am going to ask Mr. Turnage, if I may, to report just 
exactly how they handle these things in the negotiations. 

Mr. Turnace. These programs are first considered at staff level by 
a group of people working on commodities and countries and they 
explore all the facts they can bring to bear on the problem, including 
the trade with all other countries. 

The attempt is made, then, in the negotiation of agreements, to get 
the recipient country to agree to maintain its purchases of dollar com- 
modities, as well as other commodities, 

Senator Eastianp. That is all commodities, dollar commodities, yen 
commodities, mark commodities ? 

Mr. Turnage. Those that are relevant. 

They probably are purchasing from 3 or 4 countries, and we have 
attempted in our negotiations to get them to agree to maintain their 
usual purchases from all sources, and with particular emphasis upon 
their unusual purchases for dollars. 

Senator Easrtanp, And other commodities. I mean in other cur- 
rencies. 

Mr. Turnage. In the same commodity. 

Senator EastLanp, Now, what is the period in the case of cotton ? 

Mr. Turnace. We do not get that specific. 

Senator Eastianp, You do not get that specific? 

Mr. Turnage. No. 

Senator Easttanp. Where a country has secured a large cotton out- 
let, because of dumping, do you consider that Public Law 480 should 
not interfere with those normal marketings? Would you call those 
normal marketings? 

Mr. Turnace. Senator, we would not object to trying to regain our 
markets. 

Senator Easttanp, Under 480? 
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Mr. Turnace. That is right. But we never become so specific in our 
negotiations with other countries as to say what the ea marketings 
of other countries are, in terms of figures, 

Senator Easttanp. Now, the State Department 

Mr. Turnage. It is just the general principle that we talk about, 
and ask them to observe it. 

Senator Easttanp. Now, the State Department believes, does it not, 
that we should meet—American producers by concessions in price, 
ae meet competition, rather than by Government action, is that 
right ? 

Mr. Turnace. I think that is generally true. 

Mr. Waveu. That is right. 

Senator Eastnanp. Then, of course, that means that you are against 
any kind of an export subsidy. 

Now, what about when another country is using that? Is it the 
State Department’s position, then, that those reduced prices, which 
are reduced by Government action, must be met by the agricultural 
producers of this country individually, without aid from their Gov- 
ernment ? 

Mr. Waven. Well, of course, the first thing we try to do in every in- 
stance is to discourage any uses of export subsidies by any other 
country, as well as our own. 

tor Eastianp. Brazil has just subsidized the export of cotton 
to the tune of 16 percent. What has the State Department done 
about it ? 

Mr. Waveun. I didn’t bring that letter. It is in my other file. 

You have the letter I wrote to you? 

Mr. Tuompson. Yes. 

Senator Eastianp. I haven’t seen the letter. 

Mr. Waven. I think possibly this letter might well be written right 
into the record; it isn’t very long. 

Senator Eastianp. I haven’t seen the letter. Let me read it. 

IT am going to put this letter in the record. 

Do you have a copy of my telegram or letter to the State Depart- 
ment ? 

They will both go in the record. 

(The telegram and letter referred to above are as follows:) 

May 5, 1955. 
Hon. Joun Foster DULLES, 
Secretary of State, Washington, D. C.: 

According to New York Times May 5, Brazil devalues its cotton export 
cruzeiaro by 16 percent ; thus effectively subsidizing the export of Brazilian cot- 
ton by this amount. In hard currency areas the exchange is 43.06 cruzeiaros in- 
stead of 37.06. Thus our principal competitor has effectively placed in effect 
an export subsidy for their cotton. It will be noted that cotton inventory in Brazil 
just completed shows stocks of only 246,860 bales. American stocks owned by 
the Government are today 1,800,000 bales of cotton with prospective Government- 
owned stocks of 7144 million bales of cotton already produced, Will you please 
advise when the American Government will take steps to meet this subsidized 
competition of Brazil. I would thank you to advise me. 


James O. EASTLAND, 
United States Senator. 
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(The article referred to above from the New York Times is as 
follows :) 


{From the New York Times, May 5, 1955] 


Corron CRUZEIRO CUT 


BRAZIL RAISES EXCHANGE BONUS FOR EXPORTS OF THE FIBER 


Rio pe JANEIRO, May 4 (AP).—Brazil today devalued its cotton export cruzeiro 
by 16 percent. The move has the double effect of placing Brazilian cotton in a 
better competitive position in the world market and meeting demands of growers 
for more cruzeiros for their product. 

The change was made by moving cotton from the second to the third export 
category. This increases the export bonus for cotton from 18.70 to 24.70 cruzeiros 
per dollar for sales to countries with convertible money and sterling areas. For 
other areas, the increase in dollar equivalent is from 17.19 to 22.95. 

By addition of the official exchange rate (18.36) this makes the cotton dollar 
in hard currencies worth 43.06 cruzeiros instead of the previous 37.06, and in 
other currencies 41.31 instead of 35.55. 

In inventory just completed shows stocks on February 28 of 246,860 bales, 
with 182,995 within the State of Sao Paulo. 


May 16, 1955. 
Hon. JAMEs O. EASTLAND, 
United States Senate. 

Dear SENATOR EAstLAND: Reference is made to your telegram of May 5, 1955, 
with regard to the recent change in the Brazilian exchange rate for cotton 
exports. Your telegram states that this action is in effect an export subsidy 
for Brazilian cotton and you inquire when the United States Government will 
take steps to meet this subsidy. Y 

The information received to date from Brazil does not make clear whether the 
new rate constitutes a subsidy or what effect the change is likely to have on Bra- 
zilian cotton exports. The Brazilian Government has announced that this action 
was not intended to promote cotton exports, which they feel have been moving 
satisfactorily, but rather to raise cruzeiro prices to Brazilian cotton growers. 
Before the recent rate change, cotton was exported at the least depreciated of 
Brazil’s three exchange rates for exports paid for in hard currency, which are 
37.06, 43.06, and 50.06 cruzeiros per dollar. The weighted average exchange rate 
for exports paid for in hard currencies was approximately 42 cruzeiros per dollar. 
The Departments of Agriculture and State have jointly cabled the American 
Embassy in Rio de Janeiro to secure more information on the Brazilian action. 

With regard to your inquiry on the possibility of an export subsidy on cotton 
by the United States Government, the responsibility for a decision on this 
question does not rest with the Department of State. 

Sincerely yours, 
THuruston B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


Senator Easttanp. Of course, you know, Mr. Waugh, that Egypt 
has now, and has had, an export subsidy. 

Mr. Weiss. That might well be the case. Perhaps the Senator recalls 
what the nature of the subsidy is. 

Senator Easttanp. They buy the crop at one price and sell it ata 
cheaper price, the Government does. They grow cotton that is largely 
competitive with 50 percent of the crop in staple length that is pro- 
duced in the United States. 

Now, they have had that for many years. What have you done 
about it? 

Mr. Waveun. I can’t give you any information on the situation but 
I will talk to the cotton people and try to get some information for 
you this afternoon. 
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Senator Eastzanp. Now, you made a speech, Mr. Waugh, at the 
Delta Council in Cleveland, did you not? 

Mr. Waveu. Yes,sir. 

Senator Easttanp. What did you say about Egypt? 

Mr. Waven. If you will give me the copy of that, I will read it 
directly. I would rather have it correct than to quote it from memory. 

Senator Scorr. I would like to know, Mr. Waugh, how many people 
are in your Department who help to work out these various trades that 
have an agricultural background. 

Mr. Waveu. We don’t do this trading ourselves. We don’t do that, 
Senator. The fact of the matter is that the trading for the most part, 
ame all of it is done by the Department of Agriculture and 
FOA. 

Senator Scorr. We have had complaints from the Agricultural 
Department that the suggestions they make get stymied when they 
get over to you. 

Mr. Waveu. I think that was true originally. I think we got off 
to a bad start, but I think the Francis Committee and the changes in 
Agriculture have adjusted all that and I don’t think we are having 
any differences at all. We have been working very closely with those 
people. The real negotiating in foreign countries we do not do our- 
selves, it is done by the Department of Agriculture and the FOA 
representatives, and the embassies in various countries. 

Senator Eastianp. You help make a policy ? 

Mr. Waven. The amounts were agreed to by the Francis Com- 
mittee. 

Senator Eastianp. You sit on that. 

Mr. Waveu. He asked me about the negotiating in the contracts. 

Senator Eastianp. Now, answer his question as to who you have 
with an agricultural background who sits in on these policy matters. 
That is the whole thing. 

Mr. Waveu. We have several agricultural men. 

Mr. Turnage on my right came from Greenville, Miss. Mr. Lin- 
ville came from Missouri with an agricultural background. Mr. 
Highby, who is now over on the rice situation in south and southeast 
Asia, is a Minnesota man, 

Most of those men have agricultural backgrounds. 

Senator Eastnanp. What is Mr. Turnage’s agricultural back- 
ground ? 

Mr. Waveu. Give him your whole background. 

Senator Eastianp. I want his agricultural background. 

Mr. Wauaeu. He doesn’t have an agricultural background. 

Senator Eastrtanp. You said he did. I think Mr. Turnage is a very 
intelligent man and I think he is all right. 

Mr. Waueu. We talk about agricultural background, I think, in a 
little different way. Do you mean what I mean out in Nebraska, dirt 
farmers, where they work with their hands, or where they have been 
educated in this? 

Senator Scorr. Maybe I have a little different term from that. 
Branch-head boys grew up in agriculture. He knows from the grass- 
roots what you are talking about. He may be a lawyer or trained in 
some other field but he had that inherent background training for 
Agriculture, by absorbing if not by training. It makes a lot of dif- 
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ference when you are sitting around a council table talking about those 
things, as to what you know about what the man says when he talks. 

Mr. Waueu. I think the negotiating, after the original policies are 
handled in the overall committee, shich are done by men in the Depart- 
ment of Agriculture, we work very closely with these men and with the 
men in embassies, 

Senator Easrianp. They tell us that you work too closely with 
them. The effectiveness of 480 has been destroyed, they tell us in 
Agriculture. 

Mr. Waveu. I do not think it is true, and I will defy anybody to 
come up here and tell me that. 

Now, I am going to show you the totals and I just will not take that 
sitting down for the Department of State. It simply is not true. 

Senator Easrianp. Let us go on with these questions and see whether 
it is correct or not. That is the object in it. We have their testimony 
here, and you requested to testify in executive session. That is why 
it has been in executive session. They would have come in open 
session. 

Mr. Waveu. I will come in open session any time that you want to 
come, except that I do not want to disclose some information, and you 
do not want me to disclose it, that would affect adversely these 
negotiations. 

Senator Eastianp. Let us get on with Egypt, now. 

Mr. THompson. You have two paragraphs. 

Mr. Waven (reading) : 


The Egypt cotton represents 85 percent of its total exports. 
Senator Eastianp. You use that to show what, in your speech ? 


Mr. Waveu. I show that you can create a political problem in a 
country that you are trying to keep on the friendly side, if you unduly 
ruin their market. 

Senator Eastianp. Yes, if you unduly ruin their market you can 
create a political problem. 

Mr. Waveu. That is right. 

Senator Eastianp. Now, what is their market ? 

Mr. Waven. Well, their market I think more recently—didn’t I 
notice it was going to Russia? Didn’t some go to Russia recently ? 

Mr. Tuompson. You stated in your speech at Cleveland, Miss., that 
during this meeting in Bandoeng, that there were negotiations between 
Egypt and Communist China for 100,000 bales of cotton. 

Mr. Waveu. That is right. 

Mr. Txompson. And you stated that the report from Bandoeng 
was that Egypt was forced to seek these increased exports to the 
Iron Curtain countries because of the uncertainty over a United States 
change in export policy which would reduce their exports to countries 
on this side of the Iron Curtain. 

Senator Eastianp. You were using that against a cheaper price 
for American export cotton, or American cotton in export markets 
than prevailed in this country. That is the impression I got. 

Mr. Waven. Well, I am sorry. What I was trying to do there was 
to point out the problems from an international relations standpoint. 
I want to go one step further and I think this is very important: This 
talk was not made until it was cleared by the Department of Agri- 
culture. 
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Senator Eastianp. Well, I want to let the record show that, but 
officials of the Department say that you are mistaken. 

Mr. Waveu. I do not see how I could be mistaken because I handed 
it in person to Mr. Butz and Gwinn Garnett. 

Senator Eastianp. I will take your word for it. We will have no 
dispute there. _ 

Mr. Wavuenu. And they made changes in the statement. 

Senator Eastianp. Now, let us get on with Egypt. That is what 
we are talking about. 

You do not know what if anything has been done, what representa- 
tions, if any, have been made about Egypt’s export subsidy ? 

Mr. Waueu. No, sir. 

Senator Eastianp. Now, the truth is that they have expanded their 
production and expanded by subsidy their markets, that compete 
with the cotton, with the staple cotton that represents 50 percent of 
the American production, and they have done that by a subsidy. 

Now, do you think, or is it State Department policy, now, that we 
should not meet that by subsidy, but that the American cottongrower 
must meet individually an act of a foreign government that takes his 
markets away ? 

Mr. Waveu. Senator Eastland, I wish I could some way make this 
clear to you, that when I gave this paper down in your home country, 
I wanted to make sure that I was not giving a paper from the Depart- 
ment of State only. I wanted it to be as nearly as it could be, the 
administration’s position. I did not want to have 1 branch of the 
Government making 1 statement and 1 branch making another. 

Since November of 1953, we have tried very hard to work with all 
of the departments of Government interested in the disposal of agri- 
cultural surpluses. I believe we must sell them. I believe with all my 
heart we have to get rid of them. 

Senator Easrianp. I know you do. 

Mr. Waveu. Please let me finish, Senator. 

Senator Easrianp. All right. 

Mr. Waveu. I do not want the Department of State to be singled 
off for just one segment of the administration policy. I want the 
policy to be determined by all of the interested agencies of Govern- 
ment. I think that when we meet together that you would like to have 
us point out the foreign implications and then a decision will be made 
by the group as a whole. If they overrule us, we will say “That is the 
decision,” and we will go by it. We are playing on a team. We are 
just one member of a team. 

Senator Easrianp. Listen. You know, do you not—of course you 
do—that an act of a government by subsidizing its exports creates a 
political situation in the United States, because it takes markets away 
and reduces the income of people in this country. 

Now, what I want to know is, is it the State Department’s policy 
that the United States Government should not intervene and put part 
of that surplus out at prices that will compete with the wiblbidies ex- 
ports of another country ? 

Mr. Waveun. Well, I think that is a decision that should be made 
primarily by the Department of Agriculture and the other interested 
agencies, and I think the State Department’s role in that is merely to 
point out the foreign policy complications. I do not think in repre- 
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senting the State Department I should take any position on subsidies 
here, at all. 

Mr. THompson. May I interrupt right there, Senator ? 

I think we have the State Department’s former testimony in clarifi- 
cation of this, and if we can get it into the record here, I think we can 
wrap up this particular phase of the question. 

Senator Eastianp. All right. 

Mr. Tuompson. Mr. Waugh, I gave you a copy of the hearings when 
you were before us, before. 

If you will turn to page 55 in these hearings, I would like for you 
to read into the record at this point, that portion which is marked, there 
all the way through. That first statement by me in referring to 
market that we might get through Public Law 480, in expanded con- 
sumption. 


Mr. WaueH (reading). What I am asking is, what is going to be the policy 
of the State Department? We sell these commodities for the soft currencies. 
We take those currencies and use them in our country to develop markets. Are 
those markets going to be ours or are they going to be given to somebody else 
to supply? After we pay for them, will they be ours? 

Mr. Turnage. I do not know how you can stake a claim on a market unless you 
meet the competition in the future. What is it that you have in mind? 

Mr. WauaeH. He brought up another point that I did not get the first time. 
The third point—that is his question, that certain of this money would be used 
for development in the country, is the point that has been brought up again just 
last Friday, that you will use it to develop markets from within the country. 


Then, you asked whether or not that market would belong to the 
United States or what position the State Department will be in there. 
Discussion was continued off the record. 

Mr. THompson. You are not reading on page 55, I do not believe, 
that portion which is marked. 

Mr. Waveu. Then you say: 


Mr. Thompson, will you utilize them after we develop them? 


Mr. Tuomrson. Now, you have picked up the portion which is 
marked. 

Senator Easrianp. Strike that other. 

Mr. Tuompson. No, that is all right, leave it in. 

Mr. Wavueu (reading). 


Mr. WaueH. You bet your sweet life on it. The American businessman and 
shipper will get his share of the market. I can’t imagine the State Department 
having any other policy than by saying, “it is his market on a competitive basis. 
We will all be competitive.” 

Mr. THompson. That gets back, then, to this thing of whether or not other 
countries are going to subsidize the capturing of that market that we develop. 
Would we be in a position to compete with them, or let them take these markets 
away from us as they have done in Brazil? 

Mr. WaueH. It gets down to the question of subsidization of markets by both 
us and other countries. 

Senator Younc. When you think we are entitled to these on a competitive 
basis, I don’t think that means anything. There really is not any competition 
any more. That is, as we used to know it. Most of the food that moves in world 
trade now is by nation-to-nation deals. It is by barter arrangements and through 
subsidies. It looks as if we will have to get in there and fight for these foreign 
agricultural markets. That is all the more reason I think you should have some- 
one over in the Department who comes straight from one of our farm organiza- 
tions who knows this thing. 

Mr. WavueH. I agree with you that we will have to fight for the markets. It 
will be a highly competitive field we will be working in. I think we can do it. 
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Mr. THompson. Now, Mr. Waugh, I would like to ask you 2 or 3 
questions in regard to this. 

You said that the State Department’s position is that it is going to 
be the American farmer’s market on a competitive basis. 

Mr. Waveu. Pardon? 

Mr. THomreson. I said, you said it will be the American farmer’s 
market on a competitive basis ? 

Mr. Waveu. Yes. 

Mr. Txompson. You said we will all be competitive 

Mr. Waveu. Yes, sir. 

Mr. Tompson. By that you mean the American farmer will be 
competitive with the subsidies of other countries? 

Mr. Waven. Now, I do not know about the subsidies of the other 
countries. 

Mr. Tuomeson. That is the competition. 

Senator Eastranp. What is the policy in that is what we want. 

Mr. Turnace. I am very much confused. I am sorry. We keep 
talking about Public Law 480. 

Mr. THomrson. The State Department has said that Public Law 
480 is a concessional proposition, and therefore it must be a subsidy in 
the minds of the State Department. 

Mr. Turnace. And the State Department has never opposed a 
single transaction in cotton under Public Law 480. 

Mr. THompson. You have not appealed from a lot of them. 

Mr. Turnace. We have never opposed any specific cotton trans- 
action under Public Law 480. Now, concerning the question of the 
price of other sales outside of Public Law 480, we understand that our 
price is competitive. We are told by the people in the Department 
of Agriculture that our price is competitive. 

Senator Eastianp. It was competitive for a few months, when they 
did not have any cotton. Just like the Brazilian deal. They have 
some cotton now and they are exporting it and they are eta it. 

Mr. Turnage. According to our information, the price of Brazilian 
cotton is still higher than the United States price. That is the dollar 

rice. 
* Mr. Tuompson. It is the same manipulation they used in 1953. 
They subsidized the movement of their crop then. 

Mr. Turnace. I do not know about the future, but as of now our 
information is that their price is still higher than ours. 

Now, as to discouraging subsidies on the part of other countries, 
there is some serious doubt that the way to do it is to fight fire with 
fire. 

Senator Eastianp. There is? That is the State Department’s 
policy, now ? 

Mr. Turnace. No; there is no policy decision made on this, but 
there is a lot of doubt, that the way to discourage the subsidy is to 
put on another subsidy. : 

Senator Easttanp. How are you going to maintain the American 
market if you don’t meet that reduced price ? 

Mr. Turnace. Well, the Department of Agriculture advises us that 
our price is competitive, that we are making sales. 

Senator Eastianp. For a period of a few months, now. Don’t 
make the statement that they haven’t advised you, now, that over the 
years, our price has been competitive, because that is incorrect. 
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Mr. Turnage. It may be incorrect but that is what we have. 

Senator Eastianp. All right. Now, let us understand that state- 
ment: You state that the Department of Agriculture has advised you 
as a representative of the State Department that over the years our 
cotton prices have been competitive with that produced in foreign 
countries ? 

Mr. Turnace. Well, I think it is more limited to the present time. 

Senator Eastianp. Well, just for a few months, of course, but then 
we are talking about—you cannot found a policy on just what has 
hepa, when the foreign countries had no cotton to sell. 

Mr. Turnace. We also understand there is considerable disagree- 
ment in domestic circles as to whether we should be subsidizing the 
cotton price, and this is entirely apart from any small considerations 
the State Department may have. 

Senator Eastianp. You got that objection from international ship- 
pers with millions invested in Brazil and Mexico and Central America, 
but what I want to know is, aside from Public Law 480, what is the 
State Department’s policy when a country subsidizes its cotton ex- 
ports? Is it the policy that the United States shouldn’t meet it in 
order to protect its citizens ? 

Mr. Turnage. The State Department certainly has the policy of 
discouraging subsidies on the part of others, to the extent that we can. 

Senator Easttanp. When you fail, then what is the policy ? 

Mr. Turnage. Now, it is very difficult to exert pressure in the direc- 
tion of discouraging their subsidy, if in turn we are going to subsi- 
dize. 

Senator Eastianp. If in turn we are going to meet it? 

Do you not know that is the best way to prevent them from subsidiz- 
ing it, that if they don’t gain anything by it, if we meet it and maintain 
the market, then their production backs up ? 

Mr. Wavueu. Senator, I don’t 

Senator Eastuanp. Isn’t that the best way to discourage it? As 
long as we are going to ask them not to, they are not going to pay any 
attention to us, and’that is the reason that the whole thing is incom- 
petent and ineffective, now, and we have these big surpluses. 

Mr. Tompson. Let me point up one thing right there, Senator— 
excuse me. 

Senator Easttanp. Don’t you agree with that, Mr. Turnage? 

Mr. Turnaae. I am afraid personally, Senator, I am not convinced 
that that is the most effective way of discouraging them from subsidiz- 
ing. 

Senator Eastuanp. Then what is the effective way ? 

Mr. Turnage. I think that in general we have been fairly success- 
ful across the board. We have been following an effective line of try- 
ing to promote greater freedom of trade and minimizing restrictions, 
ee restrictions, as well as trade restrictions. 

Senator Eastuanp. Discouraging them how? You have a situation 
of practically every cotton-exporting country in the world using 
a form of subsidy against us. Now, how have you discouraged it? 

Mr. Turnace. Through the operations of the International Mone- 
tary Fund, through our efforts to help these countries by loans and 
grants. 

Senator Easttanp. What have you done? 
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Mr, Turnace (continuing). So that they will not be in such a pinch 
that they must do anything they possibly can do in their foreign 
exchanges. 

Senator Easrianp. The fact is that they all use it. How can you 
say that you have done anything effective, when the facts are, they 
are using it? 

Mr. Tompson. The fact is that we have accumulated a surplus, 
under that policy. 

Mr. Turnage. There is another school of thought that says that our 
surpluses have accumulated as a result of our price-support program. 

enator EastLanp. It has had something to do with it, of course. 
If you have a price-support program that makes you noncompetitive, 
oa you don’t have the machinery set up there to get competitive, of 
course that is true. 

Mr. THompson. May I ask this question: It is the State Depart- 
ment’s responsibility to negotiate with these other countries in regard 
to the export subsidies they use, is it not ? 

Mr. Waven. Yes, I think that is our responsibility, along with the 
help we get from the other people. 

Senator EastLtanp. What has been done, that is what I want to 
know 

Mr. Waueu. I would like to have Mr. Weiss, who has been working 
on tariff problems, discuss this just a moment, please. 

Mr. Tuompson. Before he gives that discussion, may I point up 
1 or 2 things right here: If it is the State Department’s responsibility 
to do this, how is it that you didn’t know Egypt was using an export 
subsidy, and then proceed to protect the American farmer against it ? 

Senator Eastianp. I understood he said that was something he had 
no contro] over: He didn’t know, but he would get the information. 

Mr. Wavueu. I have no detailed knowledge on many of these tech- 
nical fields all around the world. I just don’t have the mental ca- 
pacity to gather all these things in the 2 years I have been in here. 
I am not an expert on this particular field as such. 

Mr. THomrson. The State Department is the one to protect us and 
if they don’t. know which ones are using the subsidies, we have pretty 
poor protection. 

Senator Eastianp. He said he would get that information. 

Mr. Wavueu. I answered my question personally and not as a de- 
partment. 

Senator Easttanp. What did you start to say about Mr. Weiss? 

Mr. Waveu. Mr. Weiss has been working on our agreements on 
tariffs in Geneva, and I think that he could speak of some new com- 
mitments that we are working on there, that might be helpful. 

Mr. Wess. Well, Senator, I do not know of the particular case you 
have in mind, the Brazilian case and the Egyptian case, and I do not 
know what if anything we may have done, but I would like to empha- 
s 

Senator Eastianp. Well, I can tell you. My information is—and 
I think it is very reliable—that you have done nothing. 

Mr. Weiss. T would like to underline the statement that Mr. Turn- 
age made a moment ago, that there is considerable question as to 
whether the proper way to deal with export subsidization on the part 
of another country is to subsidize yourselves. 

60149—55—pt. 233 
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Senator Easttanp. How could there be any sense in that argument, 
now, when every country is using it and have captured to a large 
extent our markets for cotton ? 

Mr. Wetss. We have had considerable experience in the 1930's 
with problems of this sort—competitive subsidization and devalua- 
tion on the part of countries—I am speaking generally, I am not speak- 
ing with reference to cotton as such—and out of that experience, cer- 
tainly our own Government has felt that you don’t, in the long run, 
really meet the problem in that way. 

Senator Easrnanp. They have met the problem, all right, because 
they have expanded their production and they have gotten American 
markets and they are still doing it, when it suits their purposes, and 
you haven’t done anything about it. 

Mr. Weiss. Well, the main thing that we have tried to do is to try 
to stop, and limit where we cannot stop, subsidization on the part of 
other countries. 

Senator Eastitanp. Have you been successful ? 

Mr. Wetss. I am coming to that. 

One of the ways we have tried to accomplish that objective is by get- 
ting commitments in our international agreements, under which coun- 
tries would agree either to limit or eliminate subsidization. Specifi- 
cally, in this particular area of subsidization on agricultural products, 
the United States Government negotiated at the recent session of the 
contracting parties to the General Agreement on Tariffs and Trade, 
commitments under which countries would seek to avoid the use of 
export subsidies and where they employ them in the agricultural field, 
to use them in such a way as not to acquire more than a fair share of 
world trade. 

Under those commitments, we hope all countries will limit the use 
of subsidization on agricultural products so as not to acquire more 
than their fair share. If they do not, we are in a position to make 
effective representations to them. 

Senator Easttanp. You hold yourselves as being the judges of what 
isthe fairshare? - 

Mr. Weiss. The United States Government in the first instance 
would judge for itself unilaterally what would constitute a fair share. 
If other governments disagreed with us, then they could complain, 
just as we could complain to other countries like Brazil, if they were 
subsidizing so as to acquire more than a fair share. You would deter- 
mine “fair share” on the basis of some previous representative period. 

Mr. Tuomerson. That is what you mean by “usual marketings,” is 
it not? 

Mr. Wertss. The language of the agreement that we recently negoti- 
ated runs in terms of not acquiring more than an equitable share of 
world export trade. 

Senator Eastianp. In other words, would you let them use the 
subsidies to acquire an equitable share of world export trade; is that 
correct ? 

Mr. Weiss. The agreement would permit that. It would permit us 
to subsidize, too. We can’t write commitments that we could not take 
ourselves. 

Senator Eastianp. I thought you said you were opposed to our 
using subsidies, 
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Mr. Weiss. As a general policy we seek to avoid the use of subsidies, 
but we have agricultural legislation on the books we cannot ignore 
and that legislation provides for the use of subsidies in certain cir- 
cumstances. With that legislation in mind, we have tried to develop 
a commitment which, on the one hand, would be consistent with that 
legislation, and, on the other, would give us a means for safeguard- 
ing our own interests in relation to what other countries might do. 

Senator EasrLanp. Now, if 1 understand it—this is important—you 
oppose the use of export subsidies in any form by the United States 
to meet the export subsidy programs of other countries, used against 
us; is that right, sir? 

Mr. Weiss. I would have to make a much more carefully qualified 
statement than that, Senator. We are st to the use of export 
subsidies to acquire, with respect to agricultural products, more than 
a fair share of the market. That is our position. 

Senator Eastianp. Do you oppose it to maintain our markets? 

Mr. Weiss. We seek to avoid the use of subsidies, if we can. There 
may be particular circumstances where, in the last analysis, you have 
tried everything else, you have been unsuccessful, and chine may be a 
case for using export subsidies, but no one can judge that in advance. 

Senator Eastitanp. You have been unsuccessful; haven’t you ? 

Mr. Weiss. If you have in mind the Brazilian case, again, I am 
not 

Senator Easrianp. I have in mind all of them. It is not Brazil, sir. 

Mr. Weiss. I say I am not in a position to judge the Brazilian case. 

Senator Easttanp. How long have you been with the State De- 
partment ? 

Mr. Weiss. I have been with the State Department for about 814 

ears. 
e Senator Easttanp. You remember Brazil’s export subsidy cotton 
program of 1953? 

Mr. Weiss. No, sir; I do not. 

Senator Easttanp. You don’t? 

Mr. Wess. I do not dispute the fact that it may have occurred. 

Senator Easrtanp. Do you know they resorted to dumping in that 

ear ¢ 
: Mr. Weiss. I don’t know it personally, sir. I do not dispute that 
they did. 

Senator Easrianp. All right, now, what did you do about it? 

Mr. Waveu. I think we are off in a little different field. I don’t 
think that is in Mr. Weiss’ field, and I didn’t know we were going to 
go off into this cotton situation or we would have brought up the man 
who handles the cotton in our particular area, and possibly we can 
do that yet. 

Senator Easritanp. I want the record to show that even though the 
State Department opposes it, I would use the subsidy to meet a sub- 
sidy of a competing country. It is a policy that has grievously hurt 
the American cottongrower. Maybe he is expendable, I do not know. 

Mr. Waveu. Senator, I think there is one thing we ought to eorrect 
if we can. I know it is awfully hard to do this but in the 2 years I 
have been in here, it has seemed to me that too much credit or discredit 
has been given to the Department of State for policies that have been 
adopted. Policies for the administration are made by the several 
agencies. 
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_ Now, the policies that are made in connection with our tariff nego- 
tiations and our trade agreements, unfortunately the Department of 
State has to be in the position of negotiating these positions, but they 
are not the Department of State positions, per se. The Department of 
State represents the nine agencies of Government, the Trade Agree- 
ments Committee, who make up these decisions, It is Agriculture, it 
is Commerce, it is FOA, it is Treasury, it is Labor, it is Interior, it is 
the Tariff Commission, and State. Now, all of those people go to make 
up these concessions. 

Senator Eastianp. I base my statement on what you gentlemen 
have said the State Department’s position was. 

Mr. WaucH. We don’t like subsidies if we can get away from them, 
ene use subsidies, of course, in other fields. You understand 
that. 

Senator Eastianp. Certainly, but I think the cottongrower is a for- 
gotten man and he had been grieviously hurt by what you say the State 
Department—well, all of you gentlemen say the State Department’s 
position is. Itis unheard of. Here is a country that resorts to outright 
dumping against the United States. Here are countries who for years 
have used subsidies against this country. There is one of the leading 
cotton exporting nations where you said 85 percent of her exports 
were in cotton and you gentlemen didn’t even know they were resorting 
to the subsidy. That is amazing. 

Mr. Turnace. May I call attention to a statement we made in answer 
to questions given to us at the last session, in connection with the 
Brazilian problem: 

The United States agricultural attaché in Brazil reported that in its pricing 
policy, the Brazilian Government made a special effort to avoid reducing its 
eotton export price to such * * *, 

Senator Easttanp. What action are you speaking of? 

Mr. Turnace. It was the action of, I believe, last year. It was the 
earlier, that you referred to. 

Mr. THompson. 1953. 

Senator Eastianp. Go ahead. 

Mr. Turnace (reading) : 

Reducing its cotton export prices to such an extent that world markets would 
be seriously disturbed or that retaliation might be incurred, To a considerable 
degree, the success of its cotton liquidation policy was * * * 

Senator Eastianp. Now, right in there. Right there. What did 
you say about retaliation ? 

Mr. Turnace (reading) : 

* * * that retaliation might be incurred. 

Senator Eastianp. Isn’t that the best way to prevent export sub- 
sidies on the part of other countries, by the threat of retaliation and 
to retaliate if necessary, rather than to go around and beg them not 
ae re May I q 

r. Turnace. Ma oon 

Senator a ceeaae, es. Well, answer my question. Doesn’t that 
show what the answer is? . : 

Mr. Turnage. I would like to continue with this and get back to 
that through this statement making some of the argument. 

Senator Eastanp. All right. 

Mr. TurnacE (reading) : 
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To a considerable degree, the success of the cotton liquidation policy was 
determined more by negotiations within the trade "and payment agreements 
existing with countries having nonconvertible currencies, than by cutting prices 
in terms of dollars, below the United States level. 

This was reported by our agricultural attaché. 

Senator Eastianp. Now, you know as a matter of fact that they 
reduced that price 5 cents a pound, or $25 a bale. In fact, they reduce 
their export price of cotton above 20 percent. You knew that, didn’t 
you? 

Mr. Turnace. Well, I am only quoting the evaluation. 

Senator Eastianp. Regardless of the evaluation, if cotton-consum- 
ing countries could buy Brazilian cotton at $25 a bale under ours, that 
was the fact that sold that cotton ? 

Mr. Turnage. On this question of retaliation, a country like Egypt 
which depends for practically all of its foreign exchange earnings on 
one product you will have very great difficulty in driving them out of 
the market with retaliation, because they will resort to bilateral trade 
agreements. They also buy. 

Senator Eastianp. I know, but if you meet their price, then they 
are going to drop their subsidy program, won’t they ? 

Mr. Turnace. Within these bilateral trade agreements where the 
lifeblood of the country is at stake, price is a relatively unimportant 
factor. 

Senator Eastianp. Price is a relatively unimportant—if price is a 
relatively unimportant factor, why do they reduce the price? 

Mr. Turnace. In the negotiation of the trade agreements they may 
have gotten concessions on the part of the other. 


Senator Easttanp. Now, that is not correct. Answer my question. 
If price is relatively unimportant, then why do they reduce it? 

Mr. Turnace. The driving force—— 

Senator Eastianp. Sir? 

Mr. Turnage. The oe is not the driving force in the deal. 


Senator EastLanp. 
my question. 

Mr. Wavuen. I think that answer you gave is subject to a great deal 
of misunderstanding, because the price is a factor, to an extent and 
if we reduce our price, the point you make is that there is no reason 
why they won’t further reduce their price to sell their cotton, inas- 
much as 85 percent of their income comes from the sale of cotton. 

Mr. Turnage. That is right. 

Mr. Waveu. In other words, that was the point you were trying 
to make on retaliation, if I got it correct. 

Senator Eastianp. I know, but that is very farfetched. Rather 
than reduce their price and lose money and get their banking structure 
and their treasury in trouble, wouldn’t they maintain their price and 
compete with us as they should, on a business basis? They reduce their 
price to get an additional advantage, don’t they? : 

Mr. Tvurnace. My point about the price, in these bilateral agree- 
ments, Senator, the price can be very misleading, because there are 
offsetting commodities and the price quoted for the various commod- 
ities may not bear a direct relation to the world prices. Everything 
is done within the trade agreement. 


hen, why do they reduce that price? Answer 
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Senator Eastianp. You are talking about something else. Brazil 
and Egypt are just typical of all of them. They reduce their price to 
whoever wants to buy it. 

Mr. Tuomrson. I think the point he is making, Senator, is this, that 
the reduction in the price, when it comes to a bilateral trade agreement, 
is not the important factor, it is the amount of commodities that they 
exchange. 

Mr. Turnage. That is right. 

Senator Eastianp. That is right. 

Mr. Trompson. Instead of it being price, it is the amount of com- 
modities they receive in exchange from the other side, but it becomes 
a matter of the evaluation of the commodities, They reduce their price 
and the others reduce theirs, in order to exchange goods. It is still 
based on value, and value is determined by what we term “price,” just 
as money isa medium of exchange. So price is still there. 

Mr. Turnage. It is still there, but it becomes confused in the inter- 
pretation. 

Senator Easrianp. Of course, in the case of bilateral trade agree- 
ments, you are talking about something, now, where they move a very 
small part of their exports that way. They move them by price con- 
cessions. 

Mr. Turnage. According to the report we have from the agricul- 
tural attaché, he said— 

To a considerable degree the Brazil cotton liquidation subsidy was determined 
more by negotiations within the trade and payments agreement, than by cutting 
prices in terms of dollars below the United States level. 

Senator Eastianp. Well, they did cut their prices, did they not? 

Mr. Turnage. I don’t know from my own knowledge, but I cer- 
tainly don’t challenge it. 

Senator Easttanp. Now, you don’t think we should have met that 

rice? 
. Senator Scorr. Mr. Chairman, the reference was made or it was in- 
timated that we got these surpluses because we insisted on maintain- 
ing 90 percent of parity. The parity in that was to give the cotton 
farmer or any other agricultural producer a place where he could buy 
in terms of what he had, the things that the rest of our economy has 
that he needs. 

Senator Eastnanp. And to compensate him in part for what the 
tariff deprives him of. 

Senator Scorr. As a farmer myself, if you take off all subsidies that 
the rest of the country has, I believe we can live under it as well 
as anyone else. If you are going to take them all off and work on 
that basis. I do not know about that, but I could determine it if I 
could get the figures on what these different subsidies are. 

The way we are coming out in this horn of the dilemma, with the 
horn of plenty, if you give us the same break that the Government 
will, and you are part of it—give everybody else in these subsidies— 
the airmail subsidies for the airlines, and the subsidies to the railroads, 
the tariffs that the other industries have—we will take our part of it. 
I will take my part as a producer. 

I resent this idea of saying to the farmer: “You’ve got so much 
because of the fact that you have insisted on 90 percent of parity.” 

I still stick to that. That is right. If we have surpluses, well, now, 
that is the job of you people to work that out. We have the sur- 
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pluses, because all we are asking for as producers of cotton, tobacco, 
and peanuts and all these other things, is our fair share of the na- 
tional economy. If we are given that, which I think we are entitled 
to, then these surpluses of tobacco, cotton, dried milk, and so forth, 
are the Government’s responsibility. If you are going to give these 
subsidies to other folks, it is true. 

That has been determined as the formula by which we are entitled 
to live in this country, as producers of raw products. It is not our 
red wagon, if we have too much cotton or we have too much corn or 
we have too much wheat. If you bring other costs down—if I can 
buy my machinery at the going price in Japan or somewhere else— 
then I can compete. That is all I want and that is all I think I am 
entitled to have. 

The farmers are the reason I am up here. They have felt like they 
haven’t been protected heretofore. We have the farmers. What are 
we going to do with them? I am up here because I told the folks 
I would be here to help them battle for what was their fair share of 
the whole thing. 

It is like the woman at the dance down there one time at a little 
church in the country. They were going to turn her out of the church 
because they said she danced. Well, it so happened that some of the 
ladies were jealous of her and so the women of the church insisted 
she be turned out of the church. 

Well, the deacons, they didn’t think much of that, they had danced 
with her and enjoyed it, which was all right, and so they held a meet- 
ing—they were pressured into it and they held a meeting. So one man, 
he wanted to be charitable all the way around and he said, “Well, now, 
I’ve danced with her, and enjoyed it and so on. I didn’t see anything 
wrong. It was just an old-fashioned square dance.” 

Another spoke up in her defense and said, “Well, we did make a 
poor out at it, and I think we ought to drop the matter.” So they 
dropped it. 

We are making a poor out at this thing now and I think we ought 
to get back to our original concept of 90 percent of parity and I resent 
the idea that anybody says that the American farmer doesn’t have a 
right to that protection which gives him that income. That is the 
Government’s job. If you are going to give subsidies to one group 
and maintain that in various ways, then don’t be bellyaching about 
the fact that we have too mucli cotton. Just go ahead and get rid of 
the cotton. Just assume you got the cotton. What I, for one, want 
to do is to find out just what can be done to implement that. If it 
takes some upsetting of the applecart, by golly let’s do it. That is 
why we are in this world conflict, because the applecart is being upset 
and they are accusing us of it, so let’s give them something to accuse 
us of in a real way if that is going to be the case. 

That may sound like heresy to you boys who have been up here a 
long time but I am just fresh from the country and that is why I am 
up here, because we feel like we haven’t had a fair break. That is 
what all this problem is about. I hold to the theory that the national 
income, the national wealth, is 7 times that of the raw products of 
the forest, the mine and the farm. If that theory is wrong, I will 
have to go back and get reeducated a little bit, but I think that is 
fundamental. ; 
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To put it another way, if that formula doesn’t hold now, it is be- 
= we have been messing with the thing and have it all out of 

ilter. 

Senator Eastianp. Off the record. 

( Discussion off the record. ) 

Mr. Tompson. I notice in Mr. Waugh’s speech in Cleveland, he 
said that foreign free world expansion in acreage was about 1 million 
acres and that production was up to about 3 million bales. This is at 
the rate of 3 bales to the acre, so far as the increased acres are con- 
cerned, and the world average production is a few pounds less than 
200 pounds per acre. 

Senator Eastianp. That was a mistake. 

Mr. Wavueu. Yes, that was corrected at the time. 

Mr. Tompson. I have been trying to verify that with everybody 
who has the figures and I can’t find a way to even get close to it. 

‘That was an error ? 

Mr. Waven. Yes. The Senator talked to me about that. 

Senator Easrianp. Let me ask you a question: Did Mr. Francis 
recently make certain recommendations designed to facilitate the op- 
erations of Public Law 480? 

Mr. Waven. Since his return from abroad he had one meeting and 
was to have another today and he gave a report on his trip abroad. 
I didn’t go to the last meeting he had, but I know that was the study 
he made, that it was with reference to facilitating 480. 

Senator Eastianp. Previous to that did he make recommendations 
to facilitate the operations of 480? 

Mr. Waven. Do you mean 2 or 3 months ago? He was gone 6 or 
7 weeks. 

Senator Eastianp. Has he ever done it? Perhaps 2 months ago. 

Mr. Waven. Weil, I think weall did. Yes. 

Senator Eastianp. I want to know if the State Department object- 
ed and appealed his recommendations. 

Mr. Waven. No; not to my knowledge. Not to my knowledge in 
any way. 

You don’t mean that one situation with reference to rice? We 
talked about that before. 

Mr. Tuompson. That is one. 

Mr. Waven. We talked about that before. 

Mr. TuHompson. That was one that was since this recommendation. 

Senator Eastianp. This is off the record. 

(Discussion off the record.) 

Mr. Waven. That was taken up under the Dodge committee. 

Mr. TxHompson. There was the recommendation that agriculture 
had more responsibility in this since they had the commodities. 

Senator Easttanp. That was Mr. Francis’ recommendation. 

Mr. Tuompson. Yes, that was one of the recommendations. 

Perhaps this should be off the record. 

(Discussion off the record.) 

Senator Eastianp. This is on the record. 

The Japanese agreement was for 200,000 tons of rice, for which 
the Japanese were to pay dollars; 100,000 tons of rice for which the 
Japanese were to pay in yen. 
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Did the State Department object to the sale of that 200,000 tons of 
rice to Japan for dollars? 

Mr. Waveu. No. 

Mr. Turnage. The objection was to subsidizing the 33. 

Mr. Waven. Now, wait. That isn’t his question. 

Senator Eastianp. I am going to get that. 

There was of the 200,000 tons, 167,000 tons of California rice. 

Mr. Wavueu. That is correct. 

Senator Eastianp. Now, did the State Department object to the 
sale of that 167,000 tons to Japan for dollars? 

Mr. Wavuan. No, sir. 

Senator Easttanp. There was a sale of 33,000 tons of southern rice 
to Japan for dollars. Did the State Department object to the sale 
of the southern rice to Japan? 

Mr. Wavuen. We didn’t object to the sale of the southern rice to 
Japan as such. We objected to the fact that it should not be a subsi- 
dized sale of rice to Japan. We thought they should have paid the 
same price for that rice that they paid for the rice in this country. 

Senator EastLanp. That who paid for rice? 

Mr. Waveu. The Japanese. 

Senator Easttanp. What was the difference in price that they paid 
for the California rice and the southern rice ¢ 

Mr. Wauau. There is a difference in grades they tell me that is very 
marked and the world price on the California rice was higher than the 
southern rice. They would have bought the whole 200,000 of white 
rice in California had the markets been available, for dollars, and all 
we wanted to do was see that they did not have a subsidized sale for the 
33,000. We thought they should have paid more for the 33,000 tons of 
rice than they did pay. 

Senator Easttanp. What did you have to do with it? 

Mr. Waveu. Sir? 

Senator Eastitanp. What did you have to do with that? You 
operate in the field of foreign relations. What did that have to do 
with it, if Agriculture wanted to sell them part of their oaphoses a 
little cheaper? How did that involve the State Department 

Mr. Waven. We felt it would harm the Burma and Thailand 
market and upset their economies that we were trying to keep on an 
even keel. 

Senator Eastianp. 33,000 tons of rice. 

Mr. Waveu. That also involved the 100,000 for yen. And then 
there is more rice to go in the particular—— 

Senator Easttanp. Where did you raise that objection ? 

Mr. Waven. Pardon me. 

Senator Eastianp. Where did you raise that objection ? 

Mr. Wavucu. We raised it in the Francis committee. 

Senator Easttanp. What was the decision ? 

Mr. Waveun. It was decided against us. 

Senator Easrianp. Decided against the State Department ? 

Mr, Waven. Yes. 

Senator Eastitanp. Did you appeal ? 

Mr. Waven. The decision was made by the Dodge committee and 
not by the Francis committee. Mr. Francis was out of the city and it 
was sent to the Dodge committee and discussed with the Dodge com- 
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mittee from a foreign relations standpoint and decided against the 
State Department, that they should sell this rice for that price. 

Senator EastLanp. Did you appeal ? 

Mr. Wavcex. No, sir. That was the decision on the appeal. Maybe 
I didn’t make myself clear. 

Senator Eastianp. I understand, it didn’t go to the Cabinet. 

Mr. Waveu. No, sir. 

Senator Eastianp. It didn’t go to the President ? 

Mr. Waveu. No, sir. The President made this decision back in 
November that we should include some rice in this area, but that was 
all done within the last month or so. The President had nothing to 
do with this to my knowledge. 

Senator Eastianp. The President decided when, now ¢ 

Mr. Waveu. I think it was in November that they decided to add 
$15 million worth of rice in title I, under the Japanese agreement. 

Senator Eastianp. Was that on an appeal ? 

Mr. Waveu. The whole Japanese program went up to the Cabinet; 

es, sir. 
; Senator Easttanp. Because of the State Department’s objections? 

Mr. Wavueu. There was no appeal. It was taken up by the Cabinet 
on the initiative of Mr. Stassen. 

I think there is a little confusion, Senator Eastland. When this 
first came up, there was some question about the various programs. 
The program for Japan was under argument, as well as the size of 
all these programs and the Cabinet decided then, and the President 
decided that $15 million should be included in this title I program. 
Then the program was negotiated and it was at that time that is came 
back later to the Dodge committee—which was only a month ago— 
and the agreement has not been signed as yet. 

Mr. Tuompson. Let me ask you this: What is the purpose of these 
2 men from State and 2 men from the Agricultural Committee going 
to Thailand and Burma to dig into the rice situation ? 

Mr. Waven. To see what the rice picture is, in all of south and 
southeast Asia, with-reference to all of our foreign relations. 

Mr. Tompson. Why was it considered necessary to send this group 
over there? 

Mr. Waven. Because the Dodge committee wanted this information. 

Mr. THomrson. Wasn’t it because of the fact that these 2 countries 
sold over 900,000 tons of rice to the Communist areas of the world? 

Mr. Waveu. No. 

Mr. Tuompson. And it appears now that they won’t have enough 
good rice to take care of their own needs? 

Mr. Waven. No, sir; that didn’t even come up in the discussion. 

( Discussion off the record.) 

Senator Easttanp. When did Egypt get to be a sensitive area? 
They weren’t invaded by the Germans in World War IT, and they 
say we can’t meet their subsidy and hold our markets against them 
because we want to keep them on our side. 

Now, how many divisions did they give England in World War II, 
when they were actually invaded ? 

Mr. Tompson. That is one of the big problems that I cannot see, 
here, is that we are taking care of our friends, trying to oe their 
friendship. When the chips get down, as in World War II, regarding 
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Egypt, and in Korea, regarding the rest of our friends, we put up the 
money and shed the blood and they sit on the outside and enjoy the 
arms of love that we cast around them, in denying ourselves access 
to the market, and our farm people, who have less than half the per 
capita income in this country of the rest of our folks have been used 
by the State Department and by the policy of our Government, if I 
can use that broad term. 

( Discussion off the record.) 

Mr. TuHomrson. The American farmer has paid the price for retain- 
ing the friendship of the rest of these countries, by not having access 
to the markets on a competitive basis, using the same tactics that they 
use. I think that is a fair statement. And he is only half as able to 
do this as the rest of our country, on a per capita income basis. If we 
hurt him, the strength of this country will be weakened to the point 
where we won't have food and fiber to fight another war, or to win 
the peace. And we furnish the industries, the food and the fiber, to 
both fight a war and to fight for peace. This thing has been used 
against them, according to the facts as we can gather them. 

We have the surpluses and the rest of the countries have the markets. 
It has reached a point now where the farmers’ economy is such that 
he can no longer pay for it, on an income basis. He has to have some 
markets. We love these folks who don’t help us to fight in Korea 
and other places, to give them our markets, and we fight the war at 
the expense of our farmers. It just about adds up to that. 

(Discussion off the record.) 

(The subcommittee recessed at 12:05 p. m., to reconvene at 1 p. m., 
the same day.) 

OPEN SESSION 1:00 P. M. 


Senator Hoxtianp. I am sure that many questions concerning the 
overall program under Public Law 480 were asked by Senator East- 
land and other members of the committee this morning. I regret that 
I was unable to be here to join in the questioning, because I am much 
disturbed by the role of the State Department in our efforts to dis- 

ose of surplus agricultural commodities. However, in order not to 
S repetitious, I will confine my questions to the fruit situation. 

Mr. Waven. Senator, may I say we did not get into very many 
questions on Public Law 480 this morning and we reached an agree- 
ment that due to the fact that you were not here and that there was 
to be time allotted to you now for fruit, that I should come back here 
sometime next week. We did not discuss a great deal of 480, except 
on a very broad basis. 

Senator Hotzanp. Thank you. 

Mr. Waugh, I am sure you know, do you not, that prior to World 
War II, the United States supplied approximately 99 percent of the 
United Kingdom grapefruit section market ? 

Mr. Wavueu. I have been told that. 

Senator Hoizianp. For the record, I want to state that the statistics 
show conclusively that that is the case. 

Do you know that the recently announced trade programs of Great 
Britain under the current MSA, did not include the purchase of any 
canned grapefruit sections ? 

Mr. Waveu. Yes, sir. 
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Senator Hottanp. In other words, you realize, and the State De- 
partment recognizes that instead of seeking to reestablish a substan- 
tial market outlet for our canned grapefruit sections in the United 
Kingdom, the present MSA agreement for the giving of mutual aid to 
Great Britain under FOA does not include the purchase of any canned 
grapefruit sections, at all, and therefore does not even begin to rees- 
tablish what was an excellent market for our grapefruit industry and 
what was a market in which we completely dominated the picture with 
our supplies? 

Mr. Wavoen. Pardonme. Wasthat a question ? 

Senator Horianp. Yes, that was a question. You recognize that 
that was the case ? 

Mr. Waveu. There is only one comment I would like to make. You 
made a reference to the fact that the State Department had a position 
in this. I think when you refer to any negotiations on the MSA pro- 
gram, that it would be more realistic if we said the Agriculture De- 
partment, the FOA and the State Department, but I do recognize the 
conclusion of which you speak, yes, sir. 

Senator Hotianp. We in the citrus industry of Florida believe that 
this refusal of the United Kingdom to take any of our canned grape- 
fruit sections is a direct violation of GATT and that it is an intensified 
discrimination because of the fact that only last year, approximately a 
half million dollars worth of our canned grapefruit sections were ex- 
ported to the United Kingdom. 

Do you believe that the attitude of the United Kingdom in this 
matter is a violation of GATT and is an intensified discrimination? 

Mr. Waveu. No, I do not believe that it is, sir. I would be very 
happy, however, to have Mr. Weiss, who is our authority on that sub- 
ject, discuss it more at length if you would like to have him now or 

ater. 

Senator Hotianp. I would be glad to have Mr. Weiss discuss it. 

Mr. Weiss. Well, Senator, the basis on which these restrictions may 
be warranted under British commitments toward us in the GATT is 
the fact that the United Kingdom is in balance-of-payments difficul- 
ties. Under those circumstances, the United Kingdom is, for financial 
reasons, warranted in restricting imports of particular commodities 
into her territory. The justification on those grounds must be a finan- 
cial one. That is to say, restrictions would not be warranted for 
strictly protective reasons. 

In this particular case, some transactions are payable in sterling, 
rather than dollars, and the point has been made that because of that 
fact, it is difficult to see any basis, finincialwise and on balance-of- 
payments grounds, of restricting such imports payable in such 
currency. 

The British have contended that, while such sales do occur for ster- 
ling, they build up sterling liabilities which are chargeable to the 
Isritish economy. It represents a drain on their resources. Those re- 
sources might very well have been used for the production of dollar 
goods and in that way, these transactions do represent an increased 
difficulty in the British getting back to a viable balance-of-payments 
position. The mere fact that these payments are in sterling does not 
in itself mean there isn’t an adequate financial basis for the restric- 
tions. It is on those grounds that the restrictions imposed by the 
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United Kingdom are considered to be justifiable under the agree- 
ment. 

Senator Hontzianp. As shown by the trade papers and by the answer 
of the member of the Exchequer who replied to a question in Parlia- 
ment with which you are familiar, because I showed it to you, the 
British are claiming that they are not importing our canned grape- 
fruit lots, not because of a shortage of money, but because of their 
desire to protect Jamaica, isn’t that correct ? 

Mr. Weiss. The British Government has made it clear that these 
restrictions are in part for the advantage of Jamaica and perhaps 
other colonial territories, but the fact that that is so does not in itself 
eliminate the financial basis of the restriction in the first place. 

In other words, there may be some incidental, although important 
additional advantages from the United Kingdom point of view in 
these restrictions, beyond the one of protecting her financial position. 
But so far as her justification under her commitments is concerned, 
that must run on financial grounds and until we are able to demon- 
strate that there is no relationship whatever between her financial 
position and the restriction she is imposing, we wouldn’t have a basis 
on which to charge these restrictions as being in violation of the United 
Kingdom’s commitments to us. 

Senator Hotitanp. Have you seen the recent report of the British 
commission which investigated and then reported upon the status of 
the Jamaican and Trinidad citrus industries ? 

Mr. Weiss. You called the matter to our attention in the last session 
we had on the subject. 

Senator Hotianp. Didn’t that show conclusively, first, that canning 
in Trinidad had been so uneconomical that it had been actually aban- 
doned and the cannery wasn’t operating any more and that insofar 
as Jamaica was concerned, their total output of around 300,000 cases, 
and not to exceed 500,000 cases, was uneconomical and was a losing 
operation, notwithstanding the fact that our fruit was being excluded ¢ 
Didn’t the report so show # 

Mr. Wess. I don’t recall the details of the report, Senator, but I 
do not question the ene of your statement. 

Senator Hottanp. You know, do you not, that large members of the 
fruit and grocery trade in Great Britain do want our grapefruit sec- 
tions and are eagerly endeavoring to get imports, and they say that 
their trade wants it ? 

Mr. Weiss. Yes, sir. 

Senator Hotianp. Evidence is not lacking to that effect at all, is it ? 

Mr. Weiss. No, sir. 

Senator Hotxanp. I understand the State Department has filed an 
official protest with Great Britain concerning their refusal to allow 
any of our canned grapefruit to come into the United Kingdom, is 
that correct ? 

Mr. Wavex. Do you mean by “official,” the cables that we have 
sent ? 

Senator Horianp. Yes. 

Mr. Wavean. Yes, we have not only sent cables, but I talked to the 
permanent secretary of the Board of Trade who was here last week 
and made a protest to him in person. His name is Frank Lee, and we 
also have a man who is leaving tomorrow to go to the sugar confer- 
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ence, who, we hope, will be in later today and we have discussed this 
problem with him. 

He is familar with it and he is to take it up with the two agricul- 
tural attachés in London, as well as the FOA men in London. 

Senator Hortanp. Didn't you protest, based on the fact that you 
believe the United Kingdom is violating GATT ? 

Mr. Waveu. No; it wasn’t on that basis. 

Senator Hottanp. What was the basis for your protest ? 

Mr. Wavexr. We wanted them to consider buying more fresh fruits, 
to keep our market established in that area. We have never made a 
protest of a violation of GATT. 

Mr. Wetss. What we have done is to repeat to the British Govern- 
ment the charges that have been made as to the inconsistency of their 
actions with their commitments and have tried to press the United 
Kingdom to justify her actions in terms of her commitments. The 
summary I gave a moment ago represents the views of the British 
Government on the matter. 

Senator Hotianp. Of course, the only way we have to protest is 
through our State Department, and if you have not given substance 
to our complaint by stoutly standing up for the facts which we know 
are true, and which we have complained about, then we are left with- 
out an advocate. 

Mr. Waven. The fact of the matter is, we sent to them your interest 
in this matter and the dissatisfaction of the industry, and the reason 
given by the industry for believing the refusal of the British to include 
canned grapefruit in the fruit program announced on April 11, was 
unwarranted. 

We sent that to London and we have to depend, sir, not on the 
Department of State’s representatives exclusively, we have to depend 
upon the Department of Agriculture and the FOA representatives 
who handle this negotiation over there. There are two agricultural 
representatives who, according to all the records I have, are topflight 
men over there—one a fruit specialist himself, and one of the oldest 
men in the agricultural service. 

Senator Hotianp. Of course, the only contact we have at diplomatic 
levels is the State Department. 

Mr. Waven. Yes, sir. 

Senator Hotitanp. And we are forced to rely, whether we want to 
or not, and frankly we do not want to, in view of the treatment that 
we have had, upon the State Department and it has been highly dis- 
concerting to find that the State Department does not support us in 
the complaints which we make and which we know are true. You 
will recall that I showed to you the advertisements in The Grocer, 
the trade magazine in Britain, calling attention to the announce- 
ment on the floor by one of the members of the Exchequer, that not 
only would the trade not have to compete with Florida grapefruit 
then, but they were assured there would be none in during the shipping 
season. The importers of the handful of Jamaican fruit which was 
available—less than one-fifth enough to satisfy the normal trade of 
Britain—were able to put an advertisement out to the effect, “Here, 
you must either have ours or get none, because the Government has 
assured us in black and white that we will not have to compete with 
Florida.” 
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Now, that is the situation and when we complain of it, we feel that 
the State Department should aggressively and fearlessly get in there 
and start whacking, because we do not believe, as friendly and help- 
ful as we have been to Britain and as we continue to be, that under 
the subterfuge that they haven’t got money enough available when 
they are buying and paying dollars for bubblegum, nylon stockings, 
and celluloid toys, that they should refuse to take our canned grape- 
fruit sections under MSA and at the same time announce very pub- 
licly that they are not doing it on that account, but because they feel 
obligated to make a market for the Jamaican stuff. And then they 
come along and state in the report of fact-finding mission, February 
25, 1955, on the West Indian citrus industry, that that industry is 
uneconomical, isn’t profitable, is producing a product that doesn’t 
compare either qualitywise or pricewise with the American product, 
and that it cannot compete with the American product in the market. 
In their own report, in effect, they state that the industry cannot con- 
tinue to exist on any competitive basis. 

It seems to us that with that kind of an advertisement of their posi- 
tion in a public paper, that the State Department should, and we 
believe it could, aggressively insist upon some recognition of our 
rights to restore markets which were traditional, which we have built 
up and which still exist, except that we are not permitted to fill them: 

Now, why does the State Department feel that it is net called upon 
to make that aggressive battle for our citrus industry ? 

Mr. Wauen. Well, Senator, I am conscious of the fact that you are 
very unhappy over the State Department’s role in this particular 
position. 

Senator Hotianp. I am glad I made that clear, because it didn’t 
seem for a long time that the State Department realized that. 

Mr. Waven. You couldn’t be more wrong on that. Let’s have no 
misunderstanding on that. Now, we know you have been unhappy. 
But I think that you have unfairly—and I don’t believe you mean to 
be unfair—placed more responsibility on the Department of State 
than you should. 

Now, here we have in London topflight agricultural men who 
handle these negotiations for the Department of State. 

Senator Hotianp. Don’t they believe and doesn’t the Department 
of Agriculture believe and contentd that this attitude of the British 
is in clear violation of the GATT ? 

Mr. Waveu. No, I haven’t heard that they have. 

Senator Hotianp. You haven’t heard that! 

Mr. Waven. No,sir. 

Senator Hotianp. All right. 

Mr. Waveu. Now, the point I want to make is, we want to help 
American industry every possible chance we can; sir. That is our 
objective. 

Now, we cannot force the sales of every commodity that has to be 
sold in Great Britain. This is the fourth instance that I have had 
in the last 12 months. In all four instances I have gone right to the 
top of the Board of Trade, which is the governing body. 

ow, in this particular transaction, which is a 66!) transaction, which 
is not the primary responsibility of the Department of State, in 
Washington—it is the primary responsibility to negotiate this agree- 
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ment in England, where we have topflight FOA and Agricultural men, 
including one fruit specialist. 

Now, all we can do, Senator Holland, is to send your protest to them 
and protest to the top men as hard as we can. We cannot make them 
buy. We cannot make them buy. They are buying these products. 
We are not giving them to them. We are selling them. We have tried 
to increase the amount. We asked for 25 million of fruit to be in- 
cluded. We asked for the 25 million. 

Now, we can’t in Washington negotiate this contract, Senator Hol- 
land. I know you don’t want to be unfair. You are not unfair by 
nature or you wouldn’t be here, but I do think you place undue em- 
phasis on the role of the State Department in Washington in nego- 
tiating these contracts. 

Senator Hoititanp. You understand we don’t want to be unfair to 
anybody but when we are told by the representatives of the Depart- 
ment of Agriculture that just one roadblock after another has been 
paces in the way of the performance of the joint committees who 
randled this thing, by the representatives from the State Department, 
and when we learn what we have learned through our traveling people 
in Britain and also on the Continent about what goes on there, and 
when we find communications of the Department of Agriculture which 
have to move through the Department of State, held up for long peri- 
ods of time before they are transmitted, and when we only recently 
asked on several occasions over a period of about a week for a com- 
munication which you knew we were vitally interested in and which 
we knew was in your possession, because we had already been advised 
that a copy had come to the Department of Agriculture but that it was 
classified and they could not release its contents; why, we lose confi- 
dence in the understanding that you people have of the problems of 
agriculture. 

Now, let me ask you this question: Have you made any single pro- 
test of violation of GATT in behalf of any agricultural industry? 

Mr. Wavexu. Do you mean 

Senator Hotianp. To any country. To any of the countries who 
are working with us in GATT. Have you stood up for agriculture 
by making a protest to the effect that the GATT pre were being 
violated in behalf of any agricultural product? 

Mr. Waven. I would like to refer that to Mr. Weiss. 

Mr. Wess. I do recall an instance where we have charged a violation 
of GATT. ‘ 

On apples we made a representation to the United Kingdom charg- 
ing that they were in violation of their commitments when they fav- 
ored the imports of apples from Canada, against the United States. 
In that instance there was a dollar expenditure involved by the United 
Kingdom just as there would have been had she procured those apples 
from the United States. Under those circumstances, there was no 
financial basis for the restrictions which she imposed. 

Accordingly, we did protest that transaction by the United Kingdom 
and as a result of that protest, the United Kingdom did take remedial 
action so as not to discriminate in favor of Canada. 3 

I should add, Senator, just to clarify the record, that in this particu- 
lar case, we havn’t precluded the possibility—that is, in this canned 
fruit case—that there may be a violation of the pare agreement. 

Senator Hotnanp. You mean of the GATT! 
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Mr. Waven. Of the GATT. 

Senator Horianp. But you haven’t filed any complaint to that 
effect ¢ 

Mr. Wess. Before we file a complaint or before we make a repre- 
sentation to a government on a matter of that sort, we want to be 
reasonably sure of the basis on which we stand. 

Now, a charge of violation, as I am sure you understand, is an 
extremely serious matter, and I am sure you wouldn’t want us lightly 
to make that kind of 4 charge against other governments. What we 
have done in this particular case is press as hard as we could, with 
the British, for their consideration of the justification, and find out 
what the possible justification could have been. That justification was 
the one which I described to you a little bit earlier. 

We are still trying to explore the facts in the case to see whether 
there is any ible basis for challenging the British restrictions. 

In cases of this sort it is extremely difficult to state flatly there is 
or is not. a violation. 

All we can do is, on the basis of the facts available to us, to make a 
judgment at that time, and on the basis of facts we have now, we have 
not been able to disprove the British contention. 

Senator Hottanp. Now, you filed a complaint or you advised us you 
filed a complaint in December of last year when this problem was first 
beginning to get acute in the Florida grapefruit industry. Do you 
remember what happened to that protest ? 

Mr. Waven. This was on December 9 and at that time the State 
Department joined with FOA and Agriculture, to comment on their 
statement that they had given assurances there would be no grapefruit 
sections coming in from this country. 

Senator Hoiuanp. They had given assurances back much earlier 
than that, had they not? 

Mr. Waven. December 3, was the statement. 

Senator Hortzanp. They had assured the trade in effect that they 
could count upon it that they wouldn’t have to compete with any 
Florida grapefruit. 

Mr. Waven. The Parliament statement according to this record 
is on December 38. 

Senator Horzanp. All right, but that is the substance of it, that 
they had decided not to admit any Florida fruit and that the trade 
could be assured in advance that that would be the case throughout 
the season. 

Isn’t that what the statement was? 

Mr. Waveu. I don’t have the statement before me. 

Senator Hottanp. You complained as of December what ? 

Mr. Waveun. Nine. 

Senator Hotzanp. What was the result of that complaint ? 

Mr. Waven. It is still going on. They maintain they have no obli- 
gation to buy United States products for sterling since to do so would 
involve a deferred liability for dollars and have a bearing on the 
United Kingdom balance-of-payment problem. 

Senator Hotztanp. When they advertise in their own official docu- 
ments that the reason why they are doing this is to protect « small 
and creeping colonial industry which cannot begin to supply the 
trade, what does your tactic become then ? ; 
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Mr. Waveu. My judgment is—and this is just a personal opinion— 
that that was put in for political purposes to make peace with their 
colonies. 

I agree with you, with reference to their industry as far as that is 
concerned, but they say they have a problem with their dependent 
overseas territories, and one that they have to give consideration to, 
despite the fact that they would like to have the better product from 
our country. I think it is political more than anything else. 

Senator Hottanp. You don’t think that a violation of GATT can 
be predicated upon a political motive of that kind, which is not a cur- 
rency motive at all ? 

Mr. Waveu. I think if we would press it, they wouldn’t go back 
on this argument, I think they would go back on their currency 
argument. 

Senator Honttanp. You mean you think they would retire to an- 
other position that is valid if you show that they were relying on an 
invalid one ? 

Mr. Waveun. I wouldn’t say “lying,” but my judgment is that 
they were doing it for political purposes. 

Senator Hotianp. “Relying” is the word I used. 

Mr. Waven. I beg your pardon. 

Senator Hornanp. Isn’t one of the primary principles upon which 
GATT is founded that the multilateral trade—— 

Mr. Wavan. Yes, sir. 

Senator Hottanp. As contrasted with unilateral, or bilateral trade ? 

Mr. Waven. Yes, sir. 

Senator Hoxtianp. Before our subcommittee, there is testimony 
to the effect that we here in the United States stick closely to that 
principle of multilateral trade, while other countries, many of them, 
are blindly disregarding GATT and the reciprocal trade agreements 
and have entered into as many as 492 different bilateral trade agree- 
ments, not infrequently with Iron Curtain countries. 

Does that make a true picture of the effectiveness of GATT? 

Mr. Waven. There are 34 countries in GATT that represent 80 
percent of the world’s trade. In addition to the 34 countries in GATT 
with which we have agreements, we have in addition, and I am quoting 
from memory, now, I think 10 bilateral agreements—— 

Mr. Weiss. Yes. 

Mr. Waven. Remaining. 

There are a great many contracts being entered into bilaterally, 
and some with Iron Curtain countries. It is one of the things that 
bothers us and bothers anybody, I am sure, who is on the Foreign 
Relations Committee. 

Senator Hotianp. We are among those who are most seriously 
damaged by this trend which seems to us to be a rather monstrous 

ractice on the part of these countries that are shown by testimony 
before our committee to have entered into no less than 492 bilateral 


trade agreements. To accuse us of bad faith and exclude our product 
on a fiction, as they have done in the case of the canned grapefruit 
sections, when we are by ee our best to play square and are going 


a good deal further and being very generous in helping a great many 
of these countries, including Britain, under FOA. 
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Mr. Waveu. I am in complete accord with you on your last state- 
ment, sir. I think we have bent over backward helping countries. I 
am not familiar with the 492 bilateral agreements, and I would like 
to have that checked on. 

I do agree our country has been more than generous. I think we 
have bent over backward. I do not think there is any question about 
that, sir. 

Mr. Weiss. I might add just another word in answer to your ques- 
tion, Senator, about how the situation which you describe, bears on 
the effectiveness of GATT. 

There is no question that there is a very widespread restriction 
against American trade. Some of these restrictions are, of course, 
through bilateral agreements. I doubt, however, that it would be 
correct to conclude that that means that GATT is an ineffective 
instrument. 

Senator Hotxanp. Is it effective against anybody except us? 

Mr. Weiss. I think it is, and we have utilized the instrument effec- 
tively against others to protect our trade. These restrictions to which 
you refer are the result of balance-of-payments difficulties of other 
countries, in large part. Those balance-of-payments difficulties would 
not have been eliminated if the GATT did not exist. In fact, I think 
it would be fair to say that probably these problems would have been 
increased if there had not been the General Agreement on Tariffs 
and Trade. 

If the GATT had not existed, we would have had no forum 
whatever before which to raise problems in this regard with foreign 
countries. 

The fact is, as a result of these commitments we have obtained a 
relaxation of restrictions by foreign countries against our trade. 
Significant relaxations. Indeed, in that sense, the general agreement 
has proved to be an extremely effective instrument in which to advance 
our views. 

Mr. Wavueu. We are trying to get down restrictions against dollar 
imports in Europe, constantly. We find a gradual lessening of their 
dollar restrictions. We are going over again on the 8th and 9th of 
June to try to get further restrictions lifted, and we find that as the 
countries get in better financial position, they are gradually lifting 
their restrictions against dollar imports. What we are trying to 
work out, of course, as you probably know, is to work toward a con- 
vertibility of the currency and if we get convertibility of the currency, 
there will be much freer markets. That is between the sterling and 
the dollar areas. There will be much freer markets and a number of 
restrictions will be eliminated. 

Senator Hoiianp. Well, now, it seems to us that since last year 
we were allowed to ship a pittance of one half million dollars worth 
of canned grapefruit sections to the United Kingdom and this year 
none, that instead of progressively getting better, the situation is pro- 
gressively getting worse. I wondered if you have any comment to 
make about that. That certainly isn’t an improvement. That is a very 
great deterioration of the problem. 

Mr. Wavueu. As against a specific item ; yes, sir. 

Senator Hotitanp. Unfortunately, that is the item we produce, and 
it is the item which they want. 
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Mr. Waven. It is the item which our people over in England have 
not been able to get them to buy. 

It isn’t the fact that we do not want them to buy it here, Senator. 
We would be delighted to have them buy. 

Senator Hottanp. You don’t mean the jobbers and consumers in 
Britain don’t want to buy it and pay full value for it, without an 
subsidy of any sort being given, you mean you just can’t get the Briti 
Government to agree to let it in. Is that what you mean ? 

Mr. Waven. The people in the Embassy there representing FOA 
and Agriculture haven’t been successful to date, but we haven’t 
given up. 

Senator Hotianp. You see, we don’t want Britain to buy with pub- 
lic money, our product. We are not asking to ship a subsidized product 
in there. We are perfectly willing to compete with other products 
because we know already that the British prefer ours and they say so 
officially, and so it isn’t a matter of selling, or getting them to buy. It 
is a matter of getting them to agree to let it in. 

Isn’t that what you mean ? 

Mr. Wavau. It was getting them to buy under this agreement of 665. 

Senator Hotianp. Understand, we are not only anxious to get our 
product in under 665—that is the current edition of MSA, is it not? 

Mr. Waveu. Yes. 

Senator Hotianp (continuing). But it is also our desire to have our 
stuff move in there as commercial shipments. No subsidy. We pay 
the freight. We pay all the cost of production, and we are perfectly 
willing to take our chances, because we know that the British trade 
wants it. So it is a matter of merely getting over governmental red- 
tape and having the right to ship our product into a market. 

That is all that is required ; is it not? 

Mr. Waveu. You are talking about another item, here, than we 
originally started to discuss. You are not talking about 665, now. 

Senator Hotianp, I am talking about both. Both as to 665, and 
as to ordinary trade. We are anxious to move our product, and the 
British are anxious to receive it. I am speaking now of the people 
and of the trade. The only thing that stands in the way is the recal- 
citrance of the British Government. 

That is correct ; is it not? 

Mr. Wauen. Yes, sir; as I understand it. 

Senator Hottanp. And you haven’t yet charged them with viola- 
tion of GATT? 

Mr. Waven. No; not formally. 

Senator Hotianp. But you haven’t dismissed that idea? 

Mr. Waven. No, sir. 

Senator Hotianp. This problem was presented to you first in De- 
cember and this is May. How long does it take you to discover 
whether you have a case under GATT? 

Mr. Wace This agreement on 665 was only signed, how recently ? 
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STATEMENT OF FRANK I. TAYLOR, FOREIGN AFFAIRS OFFICER, 
‘OFFICE OF BRITISH COMMONWEALTH AND NORTHERN EURO- 
PEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Taytor. The 23d of April. 

Senator Hotzanp. I understand that, but our desire to ship fruit 
in there was cut off by official announcement December 3 of last year, 
and you have had since that time to make a case, and since that time 
you have had not only publications over there showing the true reason 
for it, but you have also had their official paper circulated to this 
country, showing the report of their Commission which investigated 
the Jamaican and Trinidad situations. 

Now, how long will it take you to decide whether there is a violation 
of GATT in connection with their refusal to let our product into their 
market, as announced last December ? 

Mr. Weiss. Well, there are two things that we have to do, Senator, 
in order to give us a case that we feel we can justifiably pursue. One 
is, we have to effectively refute the case the British make, that these 
sterling transactions represent liabilities against their economy, and 
in that way represent a drain on resources that could be used for dollar 
export. It is not an easy contention to disprove, and the mere refer- 
ence to an article in the trade journal which shows there is another 
niotivation is not in itself adequate. 

Senator Hotianp. Nor an announcement made on the floor of Parli- 
ament by a member of the Exchequer, which is officially printed and 
carried in their Daily Record? Isn’t that a pretty sound showing of 
what their real reason is? 

Mr. Werss. It is helpful to the case we would like to prove, Senator, 
but it is not in itself sufficient. 

There is another aspect to this problem that we are trying to explore 
in helping develop a case that we can validly hold. In part, the 
British contention to their claim that they are not violating, rests on 
the uses to which the sterling funds that are accumulating, may be 
put. If some of those sterling funds are used in fact for the procure- 
ment of resources that could have been devoted to dollar export, their 
case is that much stronger. If we could demonstrate that in fact there 
is no change in what ay would have done with the resources avail- 
able to them, despite these sterling liabilities, then our case is that 
much stronger. 

Accordingly, what we are trying to do is to dig up the facts as to 
what they are doing with this money and see if we can make out a case. 

Senator Hortxanp. Does it aid you in building your case to show 
that they are importing from us bubble gum, nylon stockings, and 
celluloid toys for dollars, in preference to the purchase of the canned 

pefruit products under MSA which does not adversely affect 
their dollar balance? 

Mr. Weiss. I am afraid not, Senator. We haven’t reached the stage 
ourselves, and other governments haven’t either, where they would be 
willing to accept the dictates of somebody else as to what they want 
to import. 
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If we were willing to derogate our national sovereignty and accept 
commitments of that sort, perhaps other countries might as well, but 
since that isn’t the situation, these countries have a right to import 
what they want, and the only limitation against that is that they don’t 
apply these restrictions in such a way as to have a protection moti- 
vation, and no grounding whatever in their financial circumstances. 

Once they have given a financial showing for what they are doing, 
then they do have a right to import nylon stockings, if that it what 
they feel they want, rather than canned grapefruit. 

Senator Hotianp. Or bubble gum or toys or anything they want. 
Is that it? 

Mr. Wetss. They do have that right, Senator. I think we should 
recognize in that regard the British have a limited amount of dollars. 
They are spending those dollars, presumably, except for those they 
keep out for reserves, ultimately on American goods, or on other goods 
which will result in dollar expenditures which ultimately come back 
to the United States. 

Given the limited quantity of dollars they have, if we persuade the 
British to take it out in canned grapefruit, 1t may only mean you will 
have a restriction with regard to some other American commodity 
and some other American exporter is faced with a limitation. 

The problem, in other words, isn’t an easy one, and there is just no 
panacea to getting at a resolution of this problem that will satisfy 
all our people. 

Senator Horuanp. Let’s look at it another way: I well recall that 
during World War II, Florida and California were called upon with 
desperation by the British, to install concentrate plants and produce 


concentrate products which were not even good to taste at that time, 
but they did preserve the vitamin content, in order that the limited 
shipping that was available, could carry that product to the British. 
I remember that the Lord High Commissioner of the British Pur- 
chasing Commission told me personally that there was no contribution 
which we made to them under lend-lease that began to company with 


that, in its capacity to keep up morale and that it permitted children 
to grow normally and not be subject to rickets or scurvy or all the 
debilitating things that children without vitamin C will have; that 
it enabled expectant mothers to have some degree of security as they 
approach the birth of their children; that it enabled invalids of cer- 
tain kinds to have a chance to live who wouldn’t have had it. I recall 
that in 2 years, 1943 and 1944, we moved through lend-lease, of that 
particular product, around $26 million worth of concentrate. 

At that time, they felt that this citrus product was vitally necessary 
to furnish them an indispensable food, rich in vitamin C. 

In view of that position, well established by the records, do you 
think it is highly commendable that the British now say that they 
would rather spend their available dollars in purchasing bubble gum 
and nylon stockings or celloloid toys, and cutting off entirely in- 
dustries to which they have admitted very great obligation? Does 
that sound to you like fair dealing ? 

Mr. Waven. I think you put us in a bad light. We are not trying 
to say they should not buy this grapefruit, sir. 

Senator Hotianp. But you are not getting out there aggressively 
swinging in an effort to help us sell it. 
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Mr. Waveu. Now, the difficulty as you bring right out in this: We 
would like to sell this grapefruit. We would like to sell all the surplus 
wecan. We wanttosell. That is our object. 

Now, the difficulty is, we can’t tell them any more what they have 
to buy than they can come over and tell us. They can cite a dozen 
instances where we restrict items from other countries coming in here. 
We have the same right here to restrict people’s shipping their things 
inhere. Wedo, right along. 

Senator Hotianp. Have you broken down an established business 
by taking that kind of position? I know of no instance where you 
have. 

Mr. Waueu. It isn’t any instance where we have trading. 

Senator Hottanp. I say, have you in any instance shut down trad- 
ing in a field in which any foreign government had an established 
business here in our Nation ? 

Mr. Waveu. We are following your instructions—on section 22 of 
the Agricultura] Adjustment Act, on the restriction of products com- 
ing in here. 

The last complaint we had was on barley coming in from Canada. 
Our brewers want a special kind of Canadian barley for malt. 
Canada put in a protest because their exports of barley were re- 
stricted. The brewers want the product and Canada wants to sell 
it. Itisareversesituation. Itisterribly hard todo it. 

Now, I would like to make a suggestion: You have great confidence 
in Agriculture. We have two men in Agriculture in London. Eric 
Englund, one of the oldtimers in this business, and Dr. Motz, a fruit 
specialist. 

Senator Hotianp. Yes; our men have gone over there and talked 
to them. They know them, trust them, and they believe in them. 
They say the trouble is that they can’t get the strong backing and the 
sympathetic handling from the State Department which they think 
our industry is entitled to. 

Mr. Waven. I would like to complete by saying that one of our 
men, Mr. Callanan, who just came in, is leaving for London tomor- 
row. I would like to have him talk to these 2 men and send back a 
report on this exact picture of the whole situation over in London, 
after talking to these 2 agricultural men. 

Senator Hotzianp. I will be glad if you do that. I have seen cer- 
tain communications from Mr. Motz. I do not recall having seen any 
from Mr. Englund. I know perfectly well that the Department of 
Agriculture, including at least Mr. Motz, has felt that the State De- 
partment has not been firm and aggressive in its handling of these 
matters. 

Mr. Waven. I want you to verify that and, as I say, Mr. Callanan 
will be there day after tomorrow. 

Senator HotLanp. We will have his report. 

In the meantime, I want to remind you that we are dealing with 


«, & perishable commodity and a seasonal crop, and last December when 


this problem arose the crop was just coming into being as a matured 
crop. The crop is eer exhausted, now, and the only chance we 
have to get any help at all is by immediate relief in taking off of the 
shelves of our canners, 1 million or more cases of canned hearts which 
the British industry has repeatedly said it wants and which the British 
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trade will consume at a favorable price—favorable to them, cheaper 
to them than they have been paying for an inferior product from 

Jamaica, and at a favorable price to us upon which we can live. We 
are going to be confronted with another crop coming along next 
October. 

The thing that troubles us is, we haven’t felt that there was any 
understanding of the seasonality of this question and the fact that we 
are dealing with perishable values, and that promptness, speed and 
aggressiveness is required. We have not felt that any of those things 
have been present. 

I have some understanding of the problem of the State Department. 

Mr. Wavueu. I am sure you have. 

Senator Hotianp. I have repeatedly fought for the State Depart- 
ment when I felt they were right. I will not cite instances, but I think 
you folks have dawdled on this matter of aggressive handling of these 
agricultural problems. I do not think you have realized how much 
you have hurt not just the producers of Florida and California citrus 
crops, but also the producers of apples and the producers of pears, 
the producers of prunes—a big man in the prune industry came in 
not long ago, smiling because he had finally gotten a shipment of 
prunes overseas. The producers of raisins and various other crops 
of that kind, some of which you have recently gotten relief for, are 
quite disturbed by the present situation. 

These crops are seasonal crops, and unless we get relief at the appro- 
priate time, it just does not help. 

When we are supplying out of our taxes the generous payments that 
we are making to these countries, it seems to us that aggressive repre- 
sentation of the fact that we want at least the chance to market our 
seasonal crops that are in surplus in our markets and much desired 
in their markets, is a reasonable request, and can be put across if they 
understand what we are up against. 

The attitude in my State is getting such that any representative from 
Florida who continues to support GATT, or Foreign Operations Ad- 
ministration, or MSA, or reciprocal trade or anything like that, is 
doing so at his own risk. 

_Mr. Waven. Well, I can say, without the GATT, it is my con- 
sidered judgment that the situation would be far worse than it is, 
today. Insofar as the MSA and Public Law 480 program is con- 
cerned, I feel under Public Law 480, a great deal of overall progress 
has been made. 

I know that not one of those interested in the specific items in 
surplus feel that we have done enough for them, that enough has been 
done for them. 

It is not only true in cotton but it is true with the wheat farmers 
and it is true with every item we have. 

The overall picture in the comparatively short time, I think can be 
justified as a pretty good showing. It is tough, now. 

Senator Hotxtanp. What have you done for citrus? 

Mr. Waven. We have not done as much as we should, but fresh 
citrus got $6 million in this United Kingdom agreement. 

Senator Hotzanp. Fresh ? 

Mr. Waven. Yes. 
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Senator Horzianp. After our fresh season was over and it could 
be supplied from but one place, and that was California. They de- 
layed until our fresh fruit season is complete, but I am glad some- 
body got it. 

Mr. Waveu. We tried to get $25 million included and finally got 
$14.9 million in for fruit, in this one agreement. $14.9 million for 
fruit, of which $6 million was for fresh citrus. 

Senator Horiianp. I will read article 13, paragraph 2 of GATT, 
and ask you to comment on it, if you will: 

In applying restrictions on any product, contracting parties shall aim at a 
distribution of trade in such product approaching as closely as possible the shares 
which the various contracting parties might be expected to obtain in the absence 
of such restrictions. 

Does not that section fix a standard for nations to follow with 
regard to import restrictions, and was that standard followed at all 
in the application of the absolute restrictions which the British have 
applied against our movement of citrus into their market? 

Mr. Wertss. It does fix a standard, Senator, but there are also other 
standards in the agreement which are applicable in this case. 

Indeed, the particular standard which you read was not relevant in 
this instance, because of the financial reason which underlay the re- 
striction. The agreement permits, in article 14, the article follow- 
ing the one which you just read, that restrictions may be imposed for 
financial reasons, even on a discriminatory basis. 

In this case, the British have applied restrictions against our trade 
and not against the trade of other areas, for these financial reasons 
which are found permissible under the agreement. 

Senator Hoiianp. I notice in a British trade paper an article stat- 
ing that in the case of Great Britain, these trade difficulty excuses are 
“wearing thin.” Do you agree with their argument that their inability 
to pay in dollars, is an excuse that is wearing thin in this particular 
case ¢ 

Mr. Wavueu. We think they are getting a better balance of payments 
and for that reason we are trying to eliminate all dollar restrictions 
we can. 

Senator Hotxianp. The British trade who wants to handle our prod- 
uct are the ones who advanced that argument and it appears not only 
in print but in many trade letters. They see no justification for rely- 
ing on a dollar shortage when they believe the British Government 
doesn’t have to do that at this time. 

Mr. Waveu. In the last 6 months of last year, they did have a bad 
6 months, as you may or may not have followed, which resulted in 
a sizable increase in their discount rate which was a courageous move 
for Butler to make in view of the elections which will be held this 
week, everybody seems to think, but he has kept their gold and dollar 
reserves from slipping as they did in the last 6 months of last year. 

Senator Hottanp. You understand that with reference to our grape- 
fruit, it not only woe it out of MSA, where they get a deal better than 
normal, but then they have kept it out for normal trading, and it 
seems to us that, with respect to our product at least, as long as the 
State Department continues tv accept the excuse of shortage of funds, 
GATT will remain a one-way street altogether in favor of the United 
Kingdom ; is that your understanding ? 
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Mr. Waveu. I think we should do everything we possibly can do 
. have them eliminate restrictions on grapefruit and other items of 
this type. 

The fact is that there was $14.9 million of fruit put into the MSA 
program this year, of which $6 million was fresh citrus fruit. It 
isn’t a fact that we didn’t try to get it in there. We did succeed in 
getting in $14.9 million worth of fruit, but I think we should keep 
doing everything we can and keep pressing as hard as we can. 

Senator Hotianp. Now, I have a copy of a letter of May 4, from an 
importer in London. It states in the last paragraph as follows: 

With reference to the paragraph in your letter mentioned, canned grapefruit 
from Israel, I must explain to you that Israel qualifies for all the advantages 
of the British Empire, just like Eire, and thus secures the protection and support 
of our Colonial Office policy. 

Is it your understanding that Israel does have that preferred posi- 
tion and therefore may enjoy that preferred competitive position with 
us, in supplying the British citrus market ? 

Mr. Taytor. The Colonial Office has nothing to do with Israel. 

Senator HoLianp. It is a question of their being part of the sterling 
area. 

Mr. Taytor. Yes. 

Senator Hotianp. Under that situation, then, we have this existing, 
that Israel is building up what is a new market for them for a new 
product, relatively—that is canned-citrus hearts—in a market which 
we have built up and which is hungry for our product, claiming to 
have the advantages which are denied us under GATT. Do you think 
that results from the GATT setup ? 

Mr. Waveu. I think it results more from dealing in the same cur- 
rency. If we could get convertibility of currency I think we would 
eliminate that immediately. 

Senator Hotxianp. That is pretty hard to have to swallow in view of 
the fact that we are even supplying free to them the paper in which 
they wrap their fresh fruit, in Israel, for export to the British Isles 
and elsewhere in Europe. You know that to be true; don’t you? 

Mr. Waueu. I don’t. You told me and I am sure it must be. 

Senator Hotuanp. Well, FAO put out a statement that they were 
supplying $900,000 worth of fruit-wrapping paper to them—I iliewe 
it was in early February of this year, and it has added fuel to the flames 
in our State for our people to see a competitor not only favored but 
enabled to operate on a still more preferred basis by being supplied, 
free, a part of this stock in trade, at the expense of our taxpayers. 

You know, of course, too, do you not, that much of the setup in 
Israel in the way of canning facilities was also supplied to them from 
our generous policy of aiding them, do you not? 

Mr. Waveu. I am not familiar with the details but I am sure if you 
say so it is right. 

Senator Hortzianp. Should we continue to sit idly by and see our 
competitors take our markets and allow the United Kingdom to bar 
things from those markets and then continue to make heavy gift pay- 
ments, even to the United Kingdom, who treats us that way? Does 
that make sense to you ? 

Mr. Waueu. It is very hard for me to rationalize and justify an 
awful lot of transactions in the foreign-aid program and it has to 
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be on a very broad basis, and I am sure that I feel the same way you 
do and we would probably come out to the same conclusions in the end. 

Senator Hoiuanp. In a recent letter to me, the State Department 
stated that imports of Israeli canned grapefruit sections into Great 
Britain were “negligible.” 

That is a letter from the State Department. We will give you the 
date if you have difficulty finding it. 

The November issue of Fruit and Vegetable Trades Journal in Lon- 
don reports that Israel will export $1,400,000 worth of grapefruit sec- 
tions to England within this next year, which is double the 1953 quan- 
tity. Do you consider that as negligible? 

Mr. Waveu. I think any amount of trade is significant, and I don’t 
think that is a good choice of words to say a million is negligible. 

Senator Hotztanp. You agree that is a very unwise choice of words, 
to refer to that as negligible trade. 

Mr. Waue6n. $1,400,000—to me, that is a large figure. I don’t think 
it is negligible. 


STATEMENT OF PAUL E. CALLANAN, INTERNATIONAL RESOURCES 
DIVISION, DEPARTMENT OF STATE 


Mr. CatLanan. That statement was put in the letter which we sent 
to you because we were advised by the Embassy in London that the 
Embassy understands Israel is not a significant source of supply at 
present. They didn’t comment on what the potential source of supply 
was apt to be for the remainder of the year. That statement was based 
on the Embassy comment at that time. 


Mr. Waveu. There is no $1.4 million in this figure. The question 
Senator Holland asks, which I agree with, is if it is a million four, 
then it is not negligible. 

Mr. Catnanan. We are not talking about the same thing. This 

speaks about what the situation was in the market at this time, as 
I understand, this figure is what will be supplied in the course of this 
year. 
' Mr. Taytor. The counselor of the British Embassy told me just be- 
fore I came down here that he had been looking at the figures that were 
available to him here in Washington on this, and he couldn’t find any 
record of a breakdown showing any imports from Israel, and it may 
be that the Embassy was basing this opinion on the available trade 
statistics. 

Was that the Board of Trade Journal, or a trade journal, this $1.4 
million ¢ 

Senator Hottanp. The November issue of the Fruit and Vegetable 
Trades Journal. That would mean that in this year, which we are 
now in, that Israel was expecting to market $1.4 million and that 
would have been twice what they marketed in 1953. That would have 
been in November 1954. 

That is a well-established trade paper. 

Mr: Wavueu. I will ask Mr. Callanan to check that and get the 
exact figures. 

Senator Horuanp. Is Israel a contracting party to GATT? 

Mr. Wetss. No, sir. 
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Senator Hotianp. Then they are not bound by the rules that we 
are making applicable to ourselves, although I understand we are not 
a member of GATT, are we? 

Mr. Weiss. We are a member of GATT, although we got a very 
generous exception to our commitment when we got the waiver to 
section 22 of the Agricultural Adjustment Act. 

Israel is not a member of GATT, but by that fact, we are in no way 
bound by any commitments toward Israel under the GATT. In other 
words, we are committed only to other countries who are in the agree- 
ment and we have no commitments toward Israel at all, in this respect. 

Senator Hotxanp. I believe we have already discussed the Jamaican 
grapefruit situation, but I think you know, do you not, Mr. Waugh, 
that even the British admit that they cannot supply more than some- 
thing like one-fifth of their normal market demands, with the Jamai- 
can product. 

Mr. Wauen. Yes. 

Senator Hottanp. And they also admit in the report of their com- 
mission, that it is an inferior product which cannot compete, either 
qualitywise or pricewise on an open market, with the Florida products. 
You know that? 

Mr. Waven. Yes, sir, I remember your reading that out of the 
report. 

Senator Hotianp. You have seen the report, have you not? 

Mr. Wavau. Yes, you gave it to me. 

Senator Hotzanp. Now, looking back at the Jamaica situation, do 
you think that for an almost infinitesimally small industry which is 
admitted to be uneconomical, that it is fair, reasonable or right for 
that industry to be protected by the exclusion of our product, when 
Jamaica admits that her export of labor to our Nation—agricultural 
labor, and largely to the State of Florida—is its largest source of dol- 
lar revenue, other than tourism. 

Mr. Waven. No, I don’t, and if I may go off the record just a mo- 
ment, and you may want to put this back on. 

(Discussion off the record.) 

Senator Hotianp. In view of all these facts which are so completely 
unfair on the face of them, I am told that FOA is considering making 
a $4 million grant to Jamaica out of this year’s operations. 

Don’t you think that is sort of adding insult to injury ? 

Mr. Waven. I don’t know the facts there at all. I am not familiar 
with that problem at all. 

Senator Horxanp. Let it be distinctly understood, we don’t want 
to profit on somebody else’s misery. If they are miserable, let’s help 
them. But let’s insist that we have reasonably fair treatment for our 
people and our industries, along with it. 

It seems to me that it is unrealistic for any agency, State Depart- 
ment or any other, to sit back and accept that kind of treatment and 
just go right ahead handing out largesse without remonstrating and 
insisting upon straightening the thing out, 

That is our point of view. Is that too much a lay point of view 
to be practical for expression in State Department circles? 

Mr. Waven. Don’t say State Department circles. Don’t say State 
Department circles. I wish you would get that thought out of your 
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mind. Say “administration.” It isn’t the State Department making 
all these decisions. 

Senator Hotianp. Are you familiar with the activities of the Israeli 
Citrus Marketing Board in the Netherlands and Belgium ? 

Mr. Waven. No, sir. 

Senator Hotianp. Reports have been made to the Department of 
State about that. 

Mr. Waveu. Are you familar with that ? 

Mr. Wetss. No, I am not. 

Mr. Waven. Are you familiar with that ? 

Mr. Catuanan. No, I am not. I recall of one instance of a com- 
plaint about a delayed message from the Netherlands. 

Senator Hotzanp. That came from my office. That is correct. I 
am glad you recall it. 

owever, the thing I am talking about—and this complaint also 
has come over from my office—I don’t know who handled it—that the 
Israeli Citrus Marketing Board which is in essence an official agency, 
because cabinet members make up the controlling majority, have ac- 
tually advised the trade in the Netherlands and in Belgium that they 
can have Israeli oranges only upon their giving assurances that they 
will not take American grapefruit, but will handle as far as they can 
Israeli grapefruit. 

Of course, we can’t compete with them in oranges because of our 
distance away and because they do have a good product. We don’t 
need to. In grapefruit we do need that market and the proposals 
they have made, and they are amply substantiated in the records of 
this subcommittee, are that they will allow their oranges to be handled 
only by traders who will agree not to handle our grapefruit. Now, 
does the State Department support that kind of a policy by an official 
on semiofficial agency ? 

Mr. CaLLaNaNn. Well, Senator, certainly the answer would be “No.” 

I have seen a recent report on that situation. I do not happen to 
have it with me, but the report is always available to Agriculture, and 
as I recall it, the report said that upon investigation it was discovered 
that a disgruntled merchant has stirred up that controversy and that 
trouble, because he was angry in that he was not one of the commis- 
sion merchants who had been selected by the Israeli Marketing Board 
to handle some of their products, and he as a result had stirred up a 
lot of trouble in the food trade by charging that there was that kind 
of a deal being handled by the Israeli Fruit Board. 

Mr. Waveu. Could you get whatever we have on that and put it 
in the record. 

Mr. Catianan. I can, yes. 

(The information requested follows :) 

On April 20, 1955, the Israeli Ministry of Foreign Affairs wrote to the Ameri- 
can Embassy as follows : 

“TI discussed recently with Mr. Wanamaker a development in Washington con- 
cerning the allegation that grapefruit supplied by Israel to some brokers in Hol- 
land is marketed there under conditions which are detrimental to the interests of 
suppliers from other countries including the United States. 

“The Israel citrus marketing delegation to Europe conducted some montlis ago 
negotiations with a few brokers in Holland relating to the sale of Israel grape- 
fruit. These brokers asked the fruit to be supplied on consignment basis. The 


members of the Israel delegation agreed, but asked for the verbal undertaking 
of the brokers to refrain from the purchase of grapefruit from other sources 
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under conditions different from the terms under which the Israel fruit would be 
supplied. This is a perfectly customary and legitimate procedure serving to pro- 
tect the seller on consignment basis against obvious losses, which might result 
from purehases against fixed payment. For it is understandable that a broker 
who will have in his stock grapefruit for which he actually paid besides grape- 
fruit supplied to him on consignment, will prefer to sell the fruit bought under 
the first condition to the detriment of the one bought under the latter which in- 
cludes no risk on his part. 

“T wish to stress that this agreement was made with 4 or 5 brokers only out 
of some 60 or 70 brokers in Holland. 

“It, moreover, was made amply clear in the negotiations that the terms men- 
tioned above would apply to grapefruit only (not to oranges), that the under- 
taking of the brokers applied to any other supplier and certainly not specifically 
to suppliers in the United States of America and that the Israel delegation would 
have nothing against any purchase of grapefruit under the same conditions under 
which the Israel fruit was to be marketed. 

“May I also direct your attention to the fact that such conditions are nothing 
unusual and are, as far as we know, being applied by suppliers from other coun- 
tries quite regularly. 

“This development seems to have been misunderstood by some of your quarters 
in Washington with were led to the assumption that the above sales of Israel 
grapefruit constitute something like unfair competition directed against the fruit 
of Florida. I understand that the matter is being investigated by the Agricul- 
tural Committee of the American Senate and it seems that not only the citrus 
marketing board is being blamed but that the Government of Israel is being held 
responsible in view of the alleged fact that the citrus marketing board is a Gov- 
ernment institution. This is, of course, not so. The Government of Israel is— 
as you certainly know—in no position to influence the negotiations of the market- 
ing delegation. 

“The above information has been forwarded to the Israel Embassy in Washing- 
ton. I also sent an explicit declaration of the Citrus Marketing Board confirming 
that the Board did not and does not object to purchases by the above few brokers 
of grapefruit from other sources provided these purchases were made under the 
same conditions of consignment. 

“Mr. Wanamaker told me that he would be away for some time but advised me 
to submit this explanation to you with the request kindly to inform your appro- 
priate authorities in Washington of the actual position and development. 

“You will find it easy to check the correctness of the above in talks you might 
wish to have with Dr. Arnon, Director General of the Citrus Marketing Board 
of Israel. 

“IT would feel obliged if you could then dispatch a cable to your authorities and 
submit to them a more detailed report subsequently.” 

Subsequently an officer-of the Embassy discussed the foregoing letter with Dr. 
A. 8S. Arnon of the Citrus Marketing Board. Dr. Arnon stated that the citrus 
marketing delegation to Europe in the fall of last year chose 5 brokers, 1 more 
than in 1953, to market grapefruit in Holland. The sales to the Dutch brokers 
were to be made on consignment, he said, and, in accordance with the prevailing 
practice in the trade, it was understood that none of these brokers would act 
as importers of grapefruit on their own account, although they could accept 
grapefruit from any other source on a consignment basis also. Dr. Arnon wished 
to make clear in this respect that this is an accepted practice and was not the 
subject of any specific agreement. He said that the Spaniards also sell in the 
Netherlands on a consignment basis under exactly the same terms and Dr. Arnon 
remarked that the difficulties in Holland undoubtedly cropped up because in that 
market Israel sells the Marsh seedless grapefruit which is believed to be the type 
grown mainly in Florida. A further complication arises in that the American 
export subsidy is paid only if the shipment is sold; it is not allowed if the ship- 
ment is sent on consignment. Under these circumstances Dr. Arnon said that 
the 4 or 5 brokers handling Israel grapefruit would be unable to accept consign- 
ment orders from American grapefruit producers but, he pointed out, there were 
some 55 or 60 other brokers in Holland who, he was sure, would be glad to take 
the business. He added that grapefruit appeared to be the only cause of friction 
because Jaffa oranges were “3 distinctly different type of orange and apparently 
appealed to a different market. 

ODT. Arnon felt that this whole regrettable incident was caused by the machina- 
tions of a broker in Holland who had not been selected to market Israel fruit 
and deliberately distorted the facts to his American affiliates. 
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He was also very much upset by the current allegations in the United States 
that the money supplied out of aid allocations for the purchase of treated paper 
for the export of oranges was being used to subsidize unfair Israel competition 
against American citrus in export markets. 

Dr. Arnon hastened to point out that in previous years Israel has always re- 
ceived from the Ministry of Finance free dollar allocations for the import of 
substantial amounts of treated paper from Crown Zellerbach and that the deci- 
sion to use money from the aid allocation for this purpose was purely a decision 
of the Ministry. Dr. Arnon hoped that he had made clear that the methods used 
by the citrus marketing delegation in Europe were all in strict accordance with 
customary business practices and hoped that this would be brought te the atten- 
tion of the American Government and the American Congress. 

Senator Hontanp. If you will read in the record of our subcom- 
mittee the testimony of Mr. Winston, United States Department of 
Agriculture employee, who lives and works at Orlando, Fla., and is 
one of the most highly respected men I think in that Department, 
who went over to Europe and spent some weeks there checking the 
situation, you will find that not one member of the trade but several 
stated to him, directly, in substance what I have stated here in the 
record, and I hope you will follow this through. 

Mr. Hearn testifying at the hearing before our committee said : 

This is a subtle form of dumping with its inevitable supply of Texas and Florida 
supplies and also constitutes restrictions of trade against our fruit. The State 
Department frankly admitted that this was a violation of the treaty of naviga- 
tion and friendship between Israel and the United States, but was apparently 
not disposed to push the matter any further. A Texas colleague comments acidly 
on the situation. 
and then he quotes at some length out of a letter by Mr. Austin Anson, 
who is the executive manager of the Texas Citrus and Vegetable 
Growers and Shippers, commenting acidly on the attitude of the State 
Department and the attitude of Israeli Marketing Board. 

lf your people haven’t read this record—and that seems unlikely 
from the responses—I think they will find abundant material here to 
aid them in getting a more aggressive stand against the British, 

Mr. Waveun. Is Mr. Hearn the man from Florida of which you 
spoke ? 

Senator Honianp. Yes. 

Now, here is the way a letter of May 14 from Mr. Anson to Mr. 
Hearn reads—and this will give you an idea of why our people are 
impatient with the State Department. I will just read the first two 
sentences. ‘ 

This is dated May 14, this year: 


Dear Mr. Hearn: My letter in answer to yours of May 10 can be extremely 
short. You inquire as to what we have heard from the State Department in 
reference to our conferences with them some 6 or 8 months ago, on the Israeli 
situation. The writer does not as a rule use this type of language in correspond- 
ence but there isn’t anything else that will cover it. We have not heard one 


damn thing. 

Mr. Waveu. He says here that he talked with an Assistant Sec- 
retary of State on this. 

Senator Hotianp. Maybe we are following too many things at the 
same time. You didn’t follow my reading from this letter from Mr. 
Anson to Mr. Hearn, this iatest letter of May 14, in which Mr. Anson 
tells Mr. Hearn that they haven’t heard one thing from the State 
Department in 6 or 8 months. , 

Mr. Waveu. Yes; I was reading it here. 
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Senator Hotianp. Now, do you wonder that we ordinary lay peo- 
ple get somewhat impatient with the ways of the State Department ? 
That is the kind of thing that causes the impatience, which I think 
is justified. 

1 wish you would follow that through and find out why there has 
been no answer for 6 or 8 months. 

Did Mr. Anson speak to you ? 

Mr. Wavueu. No. 

Senator Hotitanp. You see, our people are irritated as can be. 

You will remember I complained to you and Under Secretary 
Hoover and Assistant Secretary Morton, about never having received 
any communication from Assistant Secretary Carpenter who had come 
to see me and had left my office stating that after he had seen my files 
there were certainly many things that just cried out for attention, 
that he could easily see why we were upset and that I would hear 
from him shortly. 

I gave you the date when he came. I believe it was in tenes 
I said I hadn’t heard from him yet. Did you find out why he ma 
no response, 

Mr. Wavueu. I didn’t because it is a congressional relations matter 
and comes to us from Thruston Morton. 

Senator Hotxanp. That is one of the difficulties. We think we 
have the man who is responsible and then we find out we should talk 
to somebody else. . 

If we folks in the Senate have that difficulty, how much more diffi- 
cult must it be for a citrus grower who comes to Washington and talks 
to somebody and then finds out he has talked to the wrong man and 
gets no reply for 6 or 8 months. 

Mr. Wauen. I have no apologies to make, but I will say this, that 
we are far from perfect and we don’t, with the pressure of work that 
we have, and the small staff that we have—we are not able to give 
the attention that we should to you and to the business public. I 
think that the economy has been evidenced in some of our operations, 
that it has been pennywise and pound foolish. 

Senator Hotzianp. I certainly agree with that very fine statement. 
We deal with some things in perhaps not the most effective way but 
I don’t believe our folks would leave us here in office if we left things 
unanswered for 6 or 8 months, and then didn’t know why. 

‘Yo make matters worse, our agricultural industries frequently work 
completely in the dark with respect to many elements of the overseas 
trade, until the State Department decides at long length to release 
information, often after it is common knowledge through the press, 
to the trade and general public in competing countries, and appar- 
ently on some occasions not given us at all. Are you familiar with 
the State Department’s handling of a British Government announce- 
ment in London on August 31, 1954, with reference to the importa- 
tion of some apples from North America? Was that the case of the 
division of the apples between Canada and the United States? 

Mr. Wavueu. Yes. 

Senator Hotianp. You will remember Mr. Nold brought this to 
your attention in my presence upon the occasion. of this conference. 
Mr. Nold represents the National Apple Institute. 
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That announcement was made on August 31, 1954, and on October 5, 
5 weeks after the annoupncement, and midway in the harvesting and 
packing season, the apple trade received word from Canada—not from 
the State Department—that the British Government had announced 
a Treasury allocation of $214 million for the purchase of Canadian 
apples. Upon being contacted, United States Government agencies 
acknowledged that the had received information concerning the 
United States apples, but that it was “classified” and could not be 
disclosed. Canadian importers reported British Government applica- 
tion for United States aid funds to pay for United States apples. 

Now, how do you possibly explain a delay of 5 weeks, after which 
our people who were supposed to have been given a chance equally 
with Canada found out fem Canada that the action had been taken, 
and then upon making inquiry of the State Department, are advised 
that the information is classified and can’t be given to them ? 

Mr. Cauuanan. Senator, if I might comment there, in the first 
lace, there aren’t any messages which come through from our em- 
assy in London, copies of which do not also go to Agriculture and 

FOA, and other agencies. 

The information the State Department has on any commodity situa- 
tion, such as the one we are talking about, is also available on the same 
day and the same time, in every other agency in Washington which 
has any conceivable interest. 

Senator Hotianp. May I ask a question there. Does anybody have 
the authority to declassify that except yourselves who have received 
and handled the message and distributed it to the other agencies ? 

Mr. Catitanan. Senator, I don’t know. 

Senator Hottanp. We are told by the Department of Agriculture— 
I have had long conferences with them more than once about this— 
and they tell me that you people transmit the messages, that you have 
the only transmission facility. 

Mr. Catianan. We have the only transmission facility. 

Senator Honnanp. And if you mark it classified they are left not 
free to release it. And I even requested as a Senator, the right to see 
some papers and I was told they could not show them to me because 
they were classified, but they would see us next Monday—I believe 
it was a Friday and they would see us next Monday. The next Monday 
they hadn’t gotten them declassified. So far as I know, they have 
never gotten them declassified. 

They never permitted us to see the papers. 

The ban of secrecy is imposed at only one place, and that is in the 
Department of State. We want to know why, on this kind of a matter, 
which should be public knowledge. 

Mr. Catzanan. Senator, the security classification is not put on 
the message in Washington in the State Department. The security 
classification on such a message would have been put on in the embassy 
in London. 

Senator Hottanp. These papers were marked “classified” and the 
three employees of the Department of iculture with whom I was 
referring showed me the mark “classified” on them and said that it 
came over that way from the State Department office. 

Mr. Waven. It comes from the central bureau. 

60149—55—pt. 285 
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Senator Hottanp. The State Department covers the communica- 
tions. They said the young man who had custody of it under their 
rules felt like he would jiupartiat his position if he had let me see the 
papers because they were marked “classified.” I endeavored to get the 
classification lifted. 

Why should documents relating to the effort to reestablish our 
foreign trade, and relating not to matters of national security or any- 
thing of the kind—it was simply an economic matter—why should 
they be marked “classified” ? 

Mr. CaLtanan. Senator, on this message I do not know specifically, 
but a message having to do with an agricultural commodity would 
have originated in the office of the agricultural attaché in London, and 
the person who drafted that message would have put the classification 
on it which he considered appropriate. It wails then come through 
our transmission facilities and when copies were distributed to each 
agency, each copy would bear the classification symbol put on it by 
the man who wrote the message, in the agricultural attachés office. 
That is just standard procedure. 

Now, those messages can be declassified and why the message you 
speak of wasn’t declassified I don’t know, but it would have involved 
going back to the original drafter and asking him if there was any 
reason at that time why the message couldn’t be declassified. 

Mr. Weiss. In this case, Senator, had the Department of Agricul- 
ture requested the message to be declassified ? 

Senator Hottanp. The young man I was talking with and whose 
job was at stake if he had turned it over to me at the time, did request 
the declassification. 

Mr. Wess. It was refused by the Department ? 

Senator Hotzanp. Up to that time, yes. Whether it has been de- 
classified since, I don’t know. 

Let me come back to this apple case again. The facts I am giving 
here are those furnished me by Mr. Nold. 

On October 22, still without public information from United States 
sources, the trade asked for representation by United States authori- 
ties in an effort to get United Kingdom allocation dollars. It was my 
understanding that the original message was never declassified—and 
that is Mr. Nold’s understanding. Is there any reasonable explanation 
for such gross discrimination being practiced by our own Government 
on our own apple industry ? 

Mr. Waveu. I can’t see any justification for it, no. I just think it 
is a mistake someplace along the line. I can’t see any reason for that 
at all. Can you? 

Mr. Catianan. No, 

Senator Hotianp. Here is another case, now, of the deferred notices. 
I have a letter from the Northwest Horticulture Council which in- 
cludes this statement— 


Sometime during the early or middle part of February 
that is this year— 


the Belgian Government announced that pears could be imported beginning 
March 1 and apples beginning April 15. The first announcement received from 
the United States Government was in the March 21 issue of Foreign Crops and 
Markets— 
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that is 3 weeks after the time at which the shipments would have been 
made, and which was when they had the pears available. 

We do not know whether this delay of 5 or 6 weeks occurred in the Depart- 
ment of Agriculture or the Department of State. We feel that this failure to 
promptly pass information on to the trade must be corrected if we are ever to 
reach our maximum potential in exports. ‘ 

Do you have any comment to make? 

Mr. Waveu. It is just commonsense. ! 

Senator Hottanp. Do you not feel this is gross negligence on some- 
one’s part, either in the Department of State or the Department of 
Agriculture, which has worked to the direct disadvantage of the apple 
and pear industries? 

Mr. Wavan. Of course, I think the trade should have been notified. 
I can see no reason why they shouldn’t. This is an agricultural prob- 
lem. There is an agricultural attaché there. You would normally 
think that would come up from the Department of Agriculture. _ 

Senator Hotnanp. I am going to ask that you supply in writing for 
the record the actual dates and facts with respect to each of these two 
matters that I have just mentioned. 

Mr. Wavuexu. Would you do me a favor, sir, and ask the Department 
of Agriculture to give it to you, too? 

Senator Hottanp. I certainly will. 

Mr. Waveu. Write us each one a letter on it. 

Write the same letter to both of us if you want to and let us check 


it is 
nator Hoitzanp. Now, to come to more recent times, you will 


recall, as you have already stated, that on April 23, in the State 
Department building there was a conference attended by representa- 
tives from the citrus industries in Florida, Mr. Nold, the representative 
from the apple industry, Undersecretary Hoover, Mr. Assistant Secre- 
tary Morton, and yourself, myself, and various other personnel—Mr. 
Weiss, for instance, was there. It was with regard to, first, the secrecy 
se certain waivers which were even then effective, as to our 
agricultural industries, which had not been released to the general 
public, and second, the discrimination by Great Britain against canned 
grapefruit sections. 
ou remember that conference and those two subject matters. 

Mr. Wavan. Oh, very well. 

Senator Hotztanp. Do you recall the discussion concerning the in- 
ability of the mt pe trade upon three specific telephone requests and 
a letter addressed, not to someone else, Dut to you, to obtain the text 
of those waivers, due to classification of the documents? 

Mr. Waven. Yes, sir. 

Senator Hottanp. Do you recall then placing on the table several 
typewritten copies of these documents and stating that your Depart- 
ment had previously mimeographed these documents for distribution 
and that you could not understand why Mr. Nold of the National 
Apple Institute could not get a copy because they were not classified, 


and that the next time he should contact you personally on such a 
situation. 


Mr. Wavan. Yes, sir. 


Senator Hotianp. Had these documents at that time actually tien 
mimeographed for distribution ? 


60149—55—pt. 2——-36 
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Mr. Wavcn. We had them there on that date, did we not ? 

Mr. Weiss. There were carbon copies available at that time. 

Senator Hotitanp. The statement was made that they were mimeo- 
graphed and ready for distribution. 

Mr. Wavuen. I think that is wrong. I think they were carbon copies. 

Senator Hottanp. Are you familiar with the fact that the following 
Tuesday, April 26, 3 days after this conference, my office called the 
Department of Agriculture to see if that Department still considered 
these documents classified material, and that the Department of Agri- 
culture, after checking with proper officials of the Department of 
State, stated that these documents would not be declassified until May 
1, and that they could not release them to the general public, and that 
thereafer my office called the State Department and received the same 
reply? That is notwithstanding your previous assurance to us. And 
{ am not questioning your assurance or the good faith of it, I am just 
showing the complete want of liaison in the Department, that these 
documents were not to be declassified until May 1, 1955, more than a 
week after our conference. 

Are you familiar with that ? 

Mr. Waucu. Iam completely familiar with it, Senator. 

Senator Hottanp. What in the world happened to make that mon- 
strous set of circumstances ? 

Mr. Wavueu. It is just one of the things you just can’t explain. Now, 
there was no reason for those documents being classified at this par- 
ticular time. The contracting parties to GATT had a ruling at one 
time that they had to stay classified for a certain number of weeks after 
the documents were signed, for the benefit of some governments. They 
however, released the documents earlier this time. We made an error. 
We made an error all the way along the line, and we admit it, and it 
is just one of those things you cannot explain in an organiation like 
this. 

We were completely at fault. 

Senator Hottanp. Then the complaint against the State Depart- 
ment’s secrecy concerning an agreement already in effect relating to 
our agricultural industries was actually a legitimate and real com- 
plaint, and not, as you and your associates at that time so vigorously 
stated, after advanced notice of the nature of our complaint, a com- 
plete misunderstanding of facts on our part? 

Mr. Waueun. I would not want to in any way accuse Mr. Nold or 
anyone of making a misstatement. I am sure that what they said 
was correct. I am sure that I was operating on information that was 
not correct and I am very sorry. I just cannot explain it. They 
should have been declassified and they should have been given the in- 
formation. 

Mr. Weiss. I think you ought to add that the Department made 
every effort to get the documentation in question available to the pub- 
lic just as soon as possible. 

At the very meeting to which you referred, Senator, evidence of 
the Department’s good faith in this question is reflected in the fact 
that the documents were in fact made available to the members of 
your group at that meeting. Beyond that, as Mr. Waugh said, there 
is a ruling, a procedural rule, that documents remain classified for a 
certain period after a conference is concluded, merely in order to en- 
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able governments to make these documents available on some roughly 
equal basis. «ait Ale 

Despite that ruling, the Department of State took the initiative to 
try to get the documents declassified and made available to our public, 
even in advance of that time, and in this instance the Department was 
successful and, as you know from the letter which we sent you on the 
subject, these documents were made available or were available pub- 
licly on May 1, although ordinarily it would have been about 5 weeks 
later that they could have been made available. 

Mr. Wavueu. By the same token, they were made available in other 
countries before that, and we should have made them available with- 
out any difficulty. 

Senator Hotxianp. The first knowledge that we had of them 

Mr. Waveu. Came out of the British papers, didn’t it? 

Senator Hottanp. Came after publication in a British trade jour- 
nal, and shipment of that across to us. It was by such publication. 
It was a public matter and it was some days after that—lI do not recall 
the time element, some weeks, as I recall, now—that we had our con- 
ference, and I remember furnishing you people with a copy of our 
complaint so that you would know exactly what we were going to talk 
about, and so that you could have your facts carefully worked out. 

You remember that, do you not ? 

Mr. Wauau. I remember it very well. 

Senator Hottanp. When a Member of Congress, trying to get at 
the facts cannot get correct information at a conference with an 
Under Secretary and two Assistant Secretaries of the Department of 
State, after full notice of the object of the conference, is it hard to 
understand why it is that many of our people and many of our Mem- 
bers of Congress feel completely frustrated in this field ? 

Mr. Waveu. Senator, it was not the fact that we did not give you 
the information. The error came when the call was made afterwards 
and it went to some other person in the Department and they did not 
release the information. They did not have the information. That 
is where the error was. I do not want to give any excuse for any- 
body in that connection, or exonerate myself, but when we discussed 
it with you, we came forth with the information and I was the most 
surprised person in the world when I found out that when you had 
called, the documents were still classified. 

Senator Hotianp. Do you recall that at that same conference, we 
talked about a cable which had been sent by you a day or two prior 
to our conference to our Embassy in London, requesting them to look 
into the grapefruit segment situation ? 

Mr. Wauen. Yes, sir. 

Senator Hottanp. And that you read that wire to us? 

Mr. Waueu. Yes, sir. 

Senator Hottanp. We were promised we would receive any infor- 
mation in reply to that wire as soon as it was received. You recall 
that, do you not ? 

Mr, Wauen. Yes, sir. 

Senator Hotitanp. When did you receive a reply to that cable? 

Mr. Waveu. The first reply that cam» back, we did not give to you 
apparently. We did not have enough information. We went-back 
again. I think possibly it would have been better then, not having 
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had the complete information, to have given you that right away, but 
we felt we were trying to get more information, which would be com- 
prehensive and cover it. 

_ There was no thought of withholding any information from you, 
sir. 
Senator Hotianp. Assuming that is true, can you blame us for feel- 
ing frustrated when we receive word from other sources that a reply 
has been received but it is classified and they cannot release its contents 
but upon inquiry we cannot get any information from the Department 
of State concerning its contents? 

Mr. Waven. No, I do not. 

May I go off the record just a moment ? 

( Discussion off the record.) 

Senator Hot.anp. I want the record to show this, now. I want 
the record to clearly show that the three main reasons we had the 
conference on Saturday, April 23—I believe that was the date—with 
the Under Secretary of State, Mr. Hoover, the two Assistant Secre- 
taries of State, Mr. Waugh and Mr. Morton, and the other members 
of the staff, were as follows: 

First, to discover the reason why agreements which were already 
made and which were then in effect, were unavailable to the agricul- 
tural industries which were affected. 

Second, why the State Department was not adequately represent- 
ing the citrus industry of Florida in complaining against what we felt 
was an unfair discrimination concerning grapefruit sections on the 
part of Great Britain. 

Third, to request that an official protest be filed with Great Britain 
immediately concerning the above rank discrimination. 

We were told quite forcefully that we were entirely mistaken about 
the secrecy of the so-called waivers, and typewritten copies of the 
waivers were handed to us. 

As Mr. Waugh’s answers here today have clearly indicated, the 
State Department, though undoubtedly in good faith, oi us com- 
plete misinformation, although they had had ample advance notice 
of our intended question. : q 

Mr. Wavcu. May I suggest we did not give you misinformation but 
we did not give you the information you asked for. It was not misin- 
formation. We did not misinform you. 

Senator Hotianp. Well, incorrect information. Let us put it that 

way. 
At that conference we obtained a firsthand demonstration of the 
State Department’s lack of active interest in the matter because the 
answer to a cable sent 2 days prior to our meeting was received by 
them 2 days after our reap and although we were promised that 
the contents of any reply would be made immediately available to us, 
it was 8 days and 2 telephone calls later before we were given the 
information. 

Furthermore, as of this date, I am unaware of any official protest 
under GATT having been made to the British Government, and ap- 
parently, Mr. Waugh, from your statement, it has not been made at 
this time, vo rge § the matter was first taken up in December 1954, 


looking to that en 
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Is it not true that though we could argue for weeks on the technical 
aspects of GATT and pe 0 programs, the real test of the pudding 
is in the eating thereof, and if we continue, we here in America, to 
lose our agricultural markets overseas as we are doing, there is some- 
thing drastically wrong with the system, and we should either correct 
it or get out of the system ? 

Mr. Wavau. Speaking now of GATT? 

Senator Hottanp. Yes. } 

Mr. Waveu. My answer to you first, Senator Holland, is that I wish 
I could make the impression clear to you that insofar as I personally 
am concerned, and insofar as my section of the State Department is 
concerned, there is no desire to ever withhold any information from 

you. We certainly are not disposed to misinform you, or anyone else. 

he question as to whether or not the United States would fare better 

under 33 bilateral agreements, or 1 multilateral agreement with 33 
countries is, in my opinion, the crux of the last question you asked. 

My own judgment is that we are far better off, and we are far better 
able to protect our industry and our American interests by operating 
through a multilateral agreement in which 80 percent of the trade of 
the world is involved, than we are in 33 individual bilateral agree- 
ments. 

Senator Hoitianp. Your answer then is that you don’t think we 
should get out ? 

Mr. Wavuen. I definitely do not think we should get out, sir. 

Senator Horitanp. The other alternative of the question was 
whether or not we should correct our performance under the program. 

Mr. Waveu. I think that the general agreement, like all agree- 
ments of this type, is not a perfect instrument. I think that the 
United States Government and the Department of State and all 
eight other interested branches of the executive division, should use 
every effort to strengthen the general agreement, and protect our 
interests in so doing. 

I would like to also bring up one more item, Senator Holland, and 
that is this: When I came in to Washington 2 years ago, I knew that 
the Department of State had a bad name. I have since learned that 
the Foreign Department of every major government suffers from the 
saine occupational disease. 

I want to say that insofar as my relationship with the State De- 
perspent is concerned—and I believe I can look at this objectively, 

cause I am on leave from the Middle West and will probably go 
back there—I have watched the Department of State operate, and 
I have watched the Department of Agriculture operate and I have 
watched the FOA operate, as well as the other six organizations of 
the administration. I feel that the interests of the country are being 
looked after on the broadest possible basis. 

L know that there are individual interests and businesses and in- 
dustries that feel they are not being given the consideration that they 
should be given. But coming out of business, I have exerted every 
effort, specifically with Great Sritain and specifically on the questions 
I have heretofore testified on, and as recently as this past weekend, 
tried to look after the interests of our American business, At the 
same time, I know you in your relationships with the broader prob- 
lems, and the security problems and the problems that we have found 
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ourselves confronted with in trying to maintain the leadership in 
the countries of the free world, are conscious of the problems that we 
have involved. It is a frustrating job. It seems at times that you 
cannot win. Whenever you try to help one particular interest, some 
other interest is adversely affected. 

1 wish I could make you feel that in the Department of State, 
today, and under the present management of the Department of Agri- 
culture, for which I have the highest regard, personally, we are exert- 
ing every effort we can to work with those people over there to ac- 
complish the desired results. 

Now, State cannot do it alone, Agriculture cannot do it alone. 
What we are trying to do with Mr. Butz and Mr. Garnett and Mr. 
Morse, is to develop a closer liaison and working interest so that we 
wil! all be working together for a common purpose. 

Now, you know there is going to be a change made in the FOA, of 
some type between now and June 30. That is going to involve more 
problems. If I could just make you feel one thing, and that is we 
are trying to work for you—we are going to continue to make mis- 
takes. It is a big organization with a small staff, but they will be 
mistakes of omission and not of commission. 

Senator Hotianp. I have one further thing to say and then I am 
through, and I want your comment on it. 

I heard you say awhile ago that you did not see how we could 
make a case for violation of GATT. A little later, you or one of your 
associates remarked that now $6 million has been released to pur- 
chase fresh citrus fruit. 

Now, the question I am going to ask you is this: Why should it be 
a hurtful thing to Britain to release dollars for the purchase of canned 
grapefruit sections, but not a hurtful thing to Britain to release $6 
million for the purchase of fresh citrus fruit ? 

Mr. Waven. My only answer to you is this, that they prefer the 
other grapefruit, the fresh grapefruit, rather than the canned grape- 
fruit. 

Now, you say that-is different than the statement of the trade, but 
it is their decision and they have to make it. 

Senator Hottanp. Certainly they are not standing on a shortage 
of money to buy citrus fruit when they earmark $6 million to buy 
fresh oranges and are not willing to have the first case of canned 
grapefruit hearts go in, either as part of that MSA program, or on 
the open market for their consumers to buy. It seems to me that is 
so horribly inconsistent that a good lawyer like you are would have 
no difficulty at all using that one fact to support a strong and aggres- 
sive and a determined complaint of violation of GATT, because it 
seems to me it is just that. 

How do you apply that ? 

Mr. Waveu. The fact is they bought $14.9 million worth of fruit. 
They picked out the fruit they wanted. They selected it. We cannot 
make them buy anything. They bought $14.9 million of fruit, and 
not of grapefruit hearts, in cans. 

Senator Hottanp. Except from Jamaica. 

Mr. Waven. Lam talking about Public Law 665. 
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Senator Hotianb. It seems to me they are disposing of $6 million 
of their all too thin supply of dollars, if they have a thin supply, in 
the purchase of fresh citrus. And their dislike to spend a dime on 
canned citrus hearts, indicates it is not a shortage of money but is an 
expression of a situation which we do not think a good friend would 
want to protect. 

We are expecting the State Department to be much more aggres- 
sive than it has been heretofore, and much prompter in letting us know 
what is going on. 

We just have been frustrated beyond measure to reply to our people 
in Florida that no information is on hand, here, and have them call 
us and tell us, “Well, we just had a clipping out of the British trade 
paper that this was announced some days ago in Britain.” 

‘an you imagine how frustrating a thing like that would be? 

Mr. WavucuH. When you say the “State Department,” you mean the 
Department and the Department of Agriculture working together, 
I hope. 

al Hoxtianv. No, I am talking about the State Department, 
because the communications are handled by you. 

Thank you, sir. 

(Whereupon, at 3:10 p. m., the subcommittee recessed, to recon- 
vene at the call of the chairman.) 
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THURSDAY, JUNE 2, 1955 


Unrrep Srates Senate, 
SUBCOMMITTEE ON DisposAL OF AGRICULTURAL SURPLUSES 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D, C. 


EXECUTIVE SESSION 


The subcommittee met in executive session at 10:20 a. m., in room 
411, Senate Office Building, Senator Milton R. Young, presiding. 

Present: Senators Eastland and Young. 

Also present : Sam A. Thompson, consultant. 

Senator Youna. The subcommittee hearing will come to order. 

Mr. Giudici, will you identify yourself for the record ? 


STATEMENT OF SAMUEL E. GIUDICI, NEW YORK, N. Y., AND 
LIMA, PERU 


Mr. Gropict. Samuel Edward Giudici, American citizen, living in 


Lima, Peru, and New York City. 
Senator Young. What is your business? 
Mr. Gropict. I have been in the commodity business all my life. 
I was formerly a charter member of the New York Rubber Ex- 


change, the New York Cocoa Exchange, the Green Coffee Association, 
New York, the Liverpool Cocoa Exchange, and various other ex- 
changes and trade bodies. 

I have engaged in commodities with practically every country in 
the world. 

Senator Youne. And you are interested, I understand, in wheat? 

Mr. Gropict. In wheat. 

Senator Youne. In wheat? 

Mr. Gropict. Yes, sir. 

Senator Youne. The committee would be very happy to have any 
information that you have particularly as to how we could increase 
our exports of wheat, cotton, or any other surplus agricultural 
commodity. 

Mr. Grupict. That is my purpose in coming up here from Peru. 

I learned that Mr. Day, the United States Department of icul- 
ture attaché in Lima, was omnes up here on this matter, and 1 made 
plans to meet him a week ago Monday in Washington, to go around 
to the various agencies, 

Senator Youne. The primary purpose, I think, of our committee is 
to remove all of the roadblocks. 

Mr. Grovici. Exactly. 

835 
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Senator Youne. That might be in the way of exporting agricultural 
surplus. We want to assist in every way. 

Mr. Gropicr. All right. 

Well, gentlemen, I have, ever since Public Law 480 was passed, been 
endeavoring to effect some sales of wheat in Peru under Public Law 
480. I have found all kinds of obstacles in the way. And so has the 
agricultural attaché in Lima, Peru, as well as Mr. John Neale of the 
Foreign Operations Administration. 

Representatives of the United States Government came down to 
Peru and signed a contract with the Peruvian Government on Febru- 
ary 7 which provided for the sale of $3 million worth of wheat and 
$230,000 worth of butter, that is, American butter. 

In this contract it also provided for the use to which the Peruvian 
money was to be put. Some of this money is going to be loaned back 
to Peru for public works, other of it is going to be used in counter- 
part funds and other of these moneys will be used for the purchase 
of strategic materials, and so forth and so on. 

Up to the present date, there have been no sales made of these prod- 
ucts as the Argentine Government, particularly, so far as the wheat 
is concerned—and in which I am particularly interested—has the Gov- 
ernment’s sales monopoly on wheat. 

They have another help. They have three types of exchange— 
an Official rate, a special rate and an export rate, which permits that 
monopoly to wangle back and forth in sales contracts and to offer 
wheat at a price which is below the real worth of the wheat in dollars 
and cents. 

Senator Youne. They have a multiple export price system for 
wheat, do they not? 

Mr. Grupicr. Yes. I think the multiple price system is based on 
the multiple exchange rate. 

Senator Youna. I see. 

Mr. Grupict. They can finagle around almost any way they want. 
I am not criticizing that, that is their business. 

I would like to make this point: I recognize that the Department 
of State is the one agency that is entrusted with the foreign relations 
of the United States and that any business which we do outside of 
the United States should come within the purview of the Department 
of State. 

I have come up here to try and find out why these sales were not 
being made. I have interviewed 5 or 6 gentlemen in the Department 
of State, a dozen or two in the Commodity Credit Corporation, in the 
Department of Agriculture, and several gentlemen in the Foreign 
Operations Administration. 

I have come to the conclusion that in all of the agencies of which I 
speak, the majority of the gentlemen are interested in cooperating 
with the wishes of Congress as brought out in Public Law 480. How- 
ever, there are a certain number of men in most of those agencies who 
seem to feel that, well, let us put it this way, that their interpretation 
of the meaning of Public Law 480—because Public Law 480 in some 
cases is not clear—is the correct interpretation. 

As far as the Commodity Credit Corporation is concerned, cer- 
tain people there, they interpret the edict of Congress to sell at world 
prices, or in competition as being what they determine the price of 
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the United States wheat is, and not what other foreign countries are 
offering their wheat in our competitive markets. 

Senator Youne. Let me get you straight on that. Does the Com- 
modity Credit Corporation meet world competition on the direct sale 
of wheat—does it not ? 

Mr. Gropict. No, sir. 

Senator Youna. We have one price under the International Wheat 
-Agreement. 

Mr. Gruprct. Yes, that is right. I am speaking of the application 
under Public Law 480. 

Senator Youne. Strictly ? 

Mr. Groprct. Strictly on that; yes, sir. 

I have prepared a little statement here. I have had discussions par- 
ticularly with Mr. Garnett, who is the head of this Foreign Service 
Division of the Department of Agriculture and this is what I have 
stated. 

There was signed on February 7, 1955, an accord between the Gov- 
ernments of Peru and the United States of America concerning the 
disposal of surplus stocks of wheat and butter under Public Law 480. 
The accord covered the quantity of both wheat and butter to be dis- 
posed of and also of the foreign currency usage. 

Practically none of the shipments contemplated under this aceord 
have been made. The above-mentioned accord, for the first fiscal 
period, covered purchases of some 45,000 metric tons of wheat valued 
at $3 million and the corresponding ocean freight of $380,000. 

Millers of Peru are obliged to sell flour at a fixed price now about 

5 a hundred pounds. 

That is a political situation there. They do not wish to raise the 
price of flour on account of the poor people who have to pay a high 
price for bread. 

The Commodity Credit Corporation announced variable prices for 
the quality of wheat needed for these millers, which runs between five 
and six dollars a metric ton above the price offered by the Argentine 
Government grain monopoly. Certain steps seem necessary, if the 
Government of the United States is to facilitate the carrying out of 
this accord. 

The following suggestions are submitted for the committee’s con- 
sideration. These various expedients suggested are to be in force only 
during the period of disparity between the United States and Argen- 
tine prices. The suggestions are alternative. 

This memorandum was to the Inter-Agency Staff Committee on 
Agricultural Surplus Disposal that is made up of State, FOA, Agri- 
culture and, I believe, Commerce, although I am not certain. 

1. Absorption of the basic disparity in prices by the Department 
of Agriculture during the time same exists. 

2. Absorption of freight to the extent of the price differential. 

3. Sliding wheat export subsidies designed to keep United States 
in a competitive position with other markets. This procedure is im- 
plied in the wording of Public Law 480 which specifically stipulates 
sales of surplus commodities for the foreign markets be on a competi- 
tive basis. 

4. Enactment by Congress of specific legislation clarifying. the 
price feature of Public Law 480, and specifically authorizing the Sec- 
retary of Agriculture to meet foreign competition particularly when 
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same is artificially created as is the case in the Argentine, both by its 
wheat-sales organization and its three types of exchange. This mat- 
ter has been informally discussed by the writer with several members 
of the Upper House and the prospects seem favorable. 

It might well be noted that due to the Argentine exchange situa- 
tion, the United States has been paying about double the import duty 
er metric ton into Peru, as compared with Argentine wheat. The 
import duty on United States wheat runs over $9 a metric ton, while. 
the import duty on Argentine wheat runs about $4.60 per metric ton. 

Contracts might well stipulate an equalizing customs duty clause. 

Senator Youne. Are these customs set up by law in Peru, or by a 
commission or by the President himself ? 

Mr. Gropicr. I could not answer that. I would suggest that it is by 
the President. However, I do not know, I believe they are by Execu- 
tive order. 

In order to substantiate this import situation, I have here a photo- 
static copy which, if I may, I would like to submit for the record, 
that was prepared by the Director of Customs of Peru. These are the 
number of Peruvian soles on Argentine wheat, 94.21 soles. 

These are for American wheat, $185.19. 

Each one of these soles is worth about a nickel. 

Senator Youne. That tabulation will be placed in the record. 

(The memorandum is as follows :) 


[Translation (Spanish) ] 
MEMORANDUM 


To the Administrator of Customs at Callao, relative to the comparative study of 
wheat shipments coming from Argentina and Canada: 


Policy No. 21904, Ferraro Hnos. 
(March 24, 1955) 


Consular Invoice No. 1—1, 035, 000 kilograms $ Arg. 310,500 Bulk 
8, 899, 000 kilograms $ Arg. 2, 981,165 Bags 

Value per 1,000 kilograms $ Arg. 300.00 in bulk 8/681. 00 

Value per 1,000 kilograms$ Arg. 350. 00 bags $/794.00 


Duty on Bulk Duty on Bags 


Importation 

Law 11424 

BAI, 2 ertetittidieniat, §/16. 36 
Reint. Pol 


Teeter EE 
Policy No. 22380, Ferraro Hnos. 
(April 20, 1954) 


Invoice No. 76, coming from Canada and containing the following information : 
10,134,600 kilograms of wheat, in bulk, valued at $751,178.05; price per 1,000 kilo- 
grams, US$74,120,147, equivalent to S/1,465.86; exchange applied: 8/19.77 per 
dollar; freight, US$8,932,764 per 1,000 kilograms. 


Importation 


Reint. Pol 


Tote a scesiestetantd dipinse ahd pnevscrioerentnccncsbeengutirelhiebictittitte bantediesieanSolciiiticssiainied cau aan 


Cattao. April 28, 1955 
(signed) Fernando Sacazar B. 
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Mr. Grupict. This matter was brought to the attention of the 
Chargé d’Affaires. It seemed to be quite accidental that we discov- 
ered that this situation existed. As I said, it was brought to the at- 
tention of the Chargé d’Affaires, Mr. Clair Timberlake, who imme- 
diately notified the Minister of Finance of Peru, after I called on the 
Minister of Finance to get a clarification. The Minister of Finance 
never knew that the ete existed. The collector of customs did 
not know the difference existed. It was not until we dug into it that 
we found out that this was due entirely to these three types of Argen- 
tine exchange. 

The Peruvian millers were buying wheat at a dollar value but buy- 
ing depreciated Argentine pesos. The import duty on wheat in Peru 
was both specific and ad valorem. On the specific duty it did not 
make much difference, but on the ad valorem duty it made a lot of 
difference, using the Argentine depreciated pesos in the computation. 

Mr. Timberlake visited the proper Peruvian authorities and they 
immediately agreed that the United States wheat should be equalized 
with the Peruvian wheat. We thought they were going to lower 
them, but a few days later we were notified that they had decided to 
raise the Argentine wheat so that they would pay the same as for 
United States wheat. That was fine with us. But about a week later, 
I imagine the Peruvian millers had complained because the Peruvian 
millers, their margin is simply fantastically small in what they make 
out of their manufacture of flour—they complained very strongly 
and the United States Embassy—this I have been informed unoffi- 
cially—was notified that the Peruvian millers who bought Argentine 
wheat in and could prove what price they had paid for their 

esos would still be permitted to pay their duties at the same rate as 

fore, that is, this rate which mitigates against the United States 
wheat. 

It is just a way of getting around the subject. 

That situation may have been rectified. The State Department could 
find out about that. I do not believe that it has. 

I think it is a deliberate attempt on the part of the Argentine inter- 
ests—and some of the Argentine interests are owners of wheat mills 
in Peru and are some big international firms. 

I really have an interest in this. I thought it might be interesting 
to you gentlemen to know. 

t hate a letter directed to the Director of the Foreign Agricultural 
Service, Department of Agriculture—that is Mr. re 
me to make purchases of about 40,000 tons of wheat. Shall I read this 

Senator Youne. Yes; go ahead. 

Mr. Groprcr. I will make it short. 

We have given this question of discretional authority to Mr. Samuel Giudici 
of New York and Lima, Peru, to effect purchases for our firm under Public Law 
480 covering sales abroad of United States surplus agricultural commodities in 
conformity with the agreement signed with the Peruvian Government and the 
Government of the United States. Authorization No. 1301. 

We have agreed to purchase 10,000 metric tons United States-grown wheat 
during the first fiscal period a8 ee the second, as soon as a mutually 
ir Gcsies Der. Vaiaed iene Agricultural Attaché, at the United States Em- 
bassy in Peru, is conversant with our desires and will inform you of the present 
difficulty. 
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Our desire is to purchase United States wheat at approximately the same price 
as quoted by Argentina. Due to the Peruvian Government’s limit on the price 
of flour, we are unable to pay above this world parity price. 

As soon as Mr. Giudici can secure a firm cost and freight offer under the above 
conditions, we shall confirm the purchase of the 40,000 metric tons listed above, 
and open corresponding credits. 

We earnestly desire to cooperate with this program and assure you that we 
shall make out commitments as soon as a satisfactory price is arrived at. 

We are also interested in the purchase of several thousand tons of refined 
or crude cottonseed oil at a price of around $295 a metric ton, provided same can 
be made under Public Law 480. 

They would also buy outside of Public Law 480. I find a singular 
lack of desire on the part of the Commidity Credit Corporation, who 
handle the sales of cottonseed oil. 

Senator EastiaNnp. Let me ask you a question. Have they got any 
cottonseed oil ? 

Mr. Gropict. Yes, sir. 

Senator Easrtanp. What are their stocks? 

Mr. Groupict. I really do not know, sir; but they have them. 

The point on Peru is, I was informed by the gentleman in charge 
of cottonseed oil in a very uncooperative manner, they will only sell 
in tankers. Peru can only buy in barrels. They have no tank storage 
facilities down there in Peru. Agriculture will only sell by an auction 
sale. They will not give you a firm price. This procedure reduces 
possibilities of selling cottonseed oil in Peru to a minimum. 

Recently, Peru bought a few hundred tons from the Belgian Congo 
of palm oil at $300 a ton delivered Peru. That comes to about 13.65 
cents per pound, which is quite well within the poe that the Com- 
modity Credit Corporation or the Department of Agriculture has sold. 

Senator Eastianp. Yes, that is the market on cottonseed oil now. 

Mr. Grupicr. But they will not barrel it. They have previously 
barreled some. That is just as an aside. It is not really pertinent to 
this wheat discussion. 

Senator Youne. If we could get rid of more by putting it in barrels, 
I think that is the thing we ought to do. 

Mr. Gruprct. There is a shortage of 7,000 tons this year. That is 
roughly about $2,500,000 worth of stock that we could sell. 

I do not believe that the Department of Agriculture or any other 
agency of the United States Government should hold an umbrella on 
the wheat price all over the world, so that now we cannot sell it in 
competition with foreign wheats. They have established a price on 
No. 1 hard winter wheat, just as I told the joint meeting 3 days ago, 
of around $56.70 or some odd cents a metric ton. That is f. o. b., the 
Argentine price for the same quality wheat, that is, 12 percent protein 
wheat—that is hard winter or hard white—the Argentine price is 
between $60 and $62 f. o, b, Bahia Bianca, which is in the lower part of 
the Argentine. And the freight from Argentine to Peru is $1.50 less 
than it is from the United States. 

Senator Youne. Cannot the Argentine Government always under- 
sell usin wheat? They claim that they can. They havea system where- 
by they can. 

Mr. Gruptcr. Yes, sir; by all means. This I can assure you, and I 
believe you can confirm this if you talk to the Peruvian Ambassador, 
the Peruvian Government is extremely anxious to buy under Public 
Law 480 because they need funds for their public improvements, par- 
ticularly irrigation and roads. Ifthe price is competitive. 
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Senator Youne, Yes. 

Mr. Gropict. The Peruvian Government will not permit the millers 
to buy from the Argentine within the quantity we have contracted for; 
and the contract was entered, I understand strictly on the understand- 
ing that the quantity which they would buy from the United States 
would be no more than in past years. When the price was right, they 
have bought from the United States, and that is so as not ‘to offset 
the Argentine economy too much. 

Senator Youne. Would not the Peruvian Government be willing to 
reduce their duty to the level of the duty they imposed upon Argen- 
tine? 

Mr. Grupict. That would reduce their Government income, they 
maintain. That is what they maintain, I repeat. I cannot answer for 
the Peruvian Government, you understand that. 

I am trying to explain the situation, why it exists, why we cannot 
make sales that we should be making. From an entirely selfish point 
of view. I want to make the sales. I represent the Fisher Flouring 
Mills in Seattle, Wash., and I am anxious to make those sales. 

Senator Youna. From a selfish point of view I want to get rid of the 
wheat, too. 

Mr. Grupicr. As an American citizen who is paying his income tax, 
part of which is going for the upkeep of the storage charges on that 
wheat, I am 100 percent with you. I have an altruistic point of view 
in this always as well, 

Senator Youna. As long as we have the surplus wheat or any other 
agricultural commodity, at least those in very big surplus, we ought 
to do everything we could to get rid of them. 


Mr. Grvprcr. I think so, too. I think it is a very simple matter but 
T believe that the wording. of Public Law 480 was not clear and specific 
on the sales side. I have made a little memorandum here which I will 
leave with the committee of suggested additional legislation, clarify- 
ing certain features of Public ‘Law 480. I know nothing about the 
verbiage that should be used in such case. 

It is as follows: 


1. Whereas in the preparation and passage of Public Law 480, surplus agri- 
cultural commodity disposal in foreign currencies it was contemplated that same 
were to be sold on a competitive basis in world markets in such a manner as not 
to unduly upset nor disturb the usual trade in these commodities in world 
markets, and 

2. Whereas it has been ascertained that due to monopolistic practices by 
governmental agencies in some of the nations of the world, resulting in the estab- 
lishment of prices considerably below those considered as world prices by ap- 
propriate United States agencies, and further 

3. Whereas in addition to the above, certain foreign countries have established 
various types of artificial exchanges, seemingly specially designed to capture 
world trade irrespective of competitive world prices, and 

4, Whereas the above practices have considerably restricted the sales of certain 
United States surplus commodity products to the detriment of our country’s 
producers, now therefore be it 

5. Resolved, That the Congress of the United States of America enact ap- 
propriate legislation, instructing the Secretary of Agriculture, and other in- 
terested agencies of the Government of the United States to make appropriate 
arrangements so that they can legally meet all foreign competition which falls 
under the above described established practice. 


That in my blundering ignorance, is something I prepared that 
might be done, 
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Senator Youne. One of the big problems that we have, as I see it, 
is to meet this foreign competition. It is very difficult, though, to 
meet competition from a country like Argentina which has a multiple 
currency valuation. And, of course, it has a multiple price system, too. 
But we ought to be able to dispose of our surpluses, I think, in competi- 
tion if we wanted to. 

It would mean that we would have to have a multiple system our- 
selves ¢ 

Mr. Grupict. No, Senator; if you will permit me I will disagree 
with you on that. Speaking exclusively of Peru and Public Law 480 
again, the price upon which the Argentine is selling now permits the 
millers to sell their flour under the government restrictions on a 
profitable basis. But if we should meet that price the millers will buy 
irrespective of how low the Argentine goes below us. They will con- 
tinue to buy the United States wheat to the extent of the treaty between 
Peru and the United States because the Peruvian Government will 
insist upon their doing so. 

Senator Youne. On a limited amount, but strictly on a competitive 
basis, though, the Argentine can produce wheat cheaper than we can. 

Mr. Grupict. There is no doubt about that. 

Senator Younce. Does not the Government there own all of the 
wheat ? 

Mr. Grupicr. In a manner of speaking, I believe you could say 
that is correct, yes, but I am sure that in Peru again the millers would 
buy on the price that I have indicated, as long as the price I have 
indicated is irrespective of the fact that Argentina went down $10 a 
ton more. And to indicate to you the willingness of the millers, the 
same gentleman whose letter I read to you now, sent me a cable yester- 
day which is now over in the Department of Agriculture, in the hands 
of the Agriculture Attaché, offering to buy a cargo of United States 
dark winter wheat, 13 percent protein content, at $63.75 f. o. b. United 
States ports which is $2.50 over what they can get it in the Argentine, 
in order to show their willingness to cooperate. 

Senator Youne. Of course, they get some advantages by using 
their currency. 

Mr. Gruprct. They certainly do; yes. 

Senator Youne. And our use of their currency afterward. 

Mr. Gropicr. Yes; a tremendous advantage, and they are aware of 
it. That is why the Government will put every possible pressure on 
them. The Government is such that I am sure that if the President 
calls they will do it. There are only 3 big millers there. One of 
them has refused to come into the agreement at all. His production 
is maybe 20 percent of the production of the country. And the other 
two will say, “Yes, sir” to the President. “As a patriotic gesture we 
will buy American wheat on the competitive price basis to the extent 
that the treaty calls for it.” 

Senator Youne. To your knowledge have we been maintaining one 
price, one export price for wheat and other surplus commodities 
under Public Law 480? 

Mr. Gropicr. As I understand the way it works out, the prices on the 
Chicago Exchange are used—that is, the Chicago Grain Exchange—as- 
the basis. There is also a calculation made with certain export subsi- 
dies, but I am only interested in the ultimate price, which is figured 
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out practically every day by the Grain Division of the Commodity 
Credit Corporation. Can you explain that better ? 

Mr. THompson. No, I cannot. 

Mr. Grupicr. The price fluctuates every day. 

Senator Youne. That is the method they use in determining the 
price of sales under Public Law 480? 

Mr. Griupicr. Yes; 480 and/or outside of 480. 

Senator Youne. They have the same price? 

Mr. Grupicr. Yes, sir; and they are not flexible at all in their think- 
ing about it. 

Senator Youne. Does the Peruvian Government accept the price 
that we have established under Public Law 480 for the wheat in 
question here ? 

Mr. Gruptcr. The price has not been mentioned in the contract. The 
Peruvian Government has nothing to do with buying the wheat. It 
is bought according to the terms of the law. It is bought by the in- 
dividual millers from individual export houses in the United States. 

Mr. Tuompson. And in addition to this discrimination, are the 
duties considered ? 

yaa Gropict. Yes, sir; but that is not take into consideration at 
all. 

Senator Youne. Your contention is that the Commodity Credit 
Corporation should establish a lower price for this wheat; is that it? 

Mr. Grupict. My contention is that the Commodity Corporation 
should establish a price which is competitive with the Argentine price 
and which is lower at the present time. 

Senator Youne. Supposing we and Canada established a price 
which was 5 or 10 cents a bushel lower than it is now, would not the 
Argentine lower their price again just a little under ours? 

Mr. Gropict. Yes, sir; I do not doubt but what they would but the 
Peruvian millers would buy the United States wheat which they have 
been allocated because the Government would insist upon their buy- 
ing it due to the benefits which will result to the Government of Peru 
and the nation of Peru under this Public Law 480. 

Senator Youna. That poses a very difficult problem in dealing with 
a country like the Argentine. 

Mr. Gropict. Yes, sir. 

Senator Young. Because they have remained out of the Interna- 
tional Wheat Agreement. They have not cooperated with us to any 
great extent in the sales of wheat or any other commodities. 

Mr. Grupict. There is one other method that was proposed to lower 
the prices of wheat. 

The Argentine has recently purchased under Public Law 480 from 
the United States Government a very large quantity, I think $6 million 
worth of cottonseed oil payable in their own currency. There has been 
some talk of using those pesos, for which the United States does not 
evidently have much use, to finance the Peruvian purchases of United 
States wheat so that Peru could use the Argentine depreciated peso 
to pay for the United States wheat which would result in their getting 
an even break on the price, or paying a price for the United States 
wheat that would be competitive with the price of the Argentine. 

Senator Youne. That is on the order of some of these barter deals? 
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Mr. Grupict. You could call it that; yes. I have not considered that 
seriously. It is a thing that I think should be studied. I know prac- 
tically nothing about international finance, 

Mr. Tuompson. As I understood you, a while ago, you said that 
this amount of wheat had been worked out and could be used in Peru, 
so that it would not upset the normal marketing of Argentina into 
Peru? 

Mr. Grupict. Exactly; yes. 

Mr. Tuompson. That being true, the requirements of Public Law 
480 have been met and you are not disrupting world prices. The only 

»roblem is to meet the competition of Argentine wheat pricewise into 

eru. It would be a specific instance in which you would be meeting 
competition. You would not be lowering world prices of wheat, so 
far as Argentina and Peru are concerned. It is nobody else’s market. 
It is an increased market to bring about consumption. 

Senator Youna. Is Canada selling any wheat to Peru ? 

Mr. Givpicr. Not now, sir. Their prices are the same as ours, more 
or less. 

That is my story, gentlemen. 

I believe if the law is clarified, that is Publie Law 480 is clarified, so 
that the agencies of the United States Government clearly read into 
the law that the paris commodity products—and I am speaking of 
all of them, cotton, butter, dried milk and linseed oil and cottonseed 


oil—that they must be sold at competitive prices, otherwise, gentle- 
men, they cannot be sold. How can you get a miller to pay $10 a ton 
more for 50,000 tons? That is $500,000. That is to pay more to the 


United States than he would to the Argentine, particularly when he 
has a limit price set at which he can sell wheat. 

Senator Youna. That is one of the great arguments, that they used 
the two-price system for wheat. We would always be competitive. 

I think you are right, We are going to have to be competitive with 
foreign countries if we are going to sell our agricultural surpluses. 

Mr. Grvuptcr. I just wanted to make one closing statement for the 
record. This contract with Peru—this treaty with Peru—the first 
semester of it expires for the purpose of sale on June 15. There are 
30,000 tons of wheat involved that are supposed to be ordered before 
June 15 and shipped before July 31 so we have very little time. 

Senator Younes. We will get an immediate report on that. 

Mr. Gruptct, I appreciate your kindness and courtesy in invitin; 
me here. I am delighted to try and contribute to help the Uni 
States policy. 

Senator Youne. We can learn a lot from you people who know this 
business. This is quite an involved thing. 

That is all,then. We thank you very much. 

Mr. Groprer. Thank you. 

Senator Youne. The hearing is adjourned. 

(Thereupon at 11: 15 a. m. the hearing adjourned.) 
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